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FOREIGN  T^VRKET  IJOTES— TOBACCO 

George  W>  Van  Dyne  Reports  on  the  Tobacco  Situation 
in  Colombia^  Peru,  Chile,  and  Ecuador-^ 


C  olombia 


Production  of  tobacco  in  Coloinbia  has  increased  steadily  for  many  years. 
The  Government  and  the  leading  tobacco  manufacturer  lent  encouragement  by 
providing  seed  and  technical  assistance  and  by  price  incentives/  Dark 
native  and  air-cured,  coarse  types  predominate,  but  fair-to-good  quality 
Cuban  and  Sumatra  varieties  represent  about  one-third  of  the, domestic  produc- 
tion of  loaf.    Suitable  areas  x'or  raising  dark,  native  leaf  are  said  to  bo 
unlimited. 

Leaf  production  in  1946-47  v/as  about  43,700^000  pounds,  compared  with 
averages  of  about  28,750^000  pounds  for  the  5-year  noriod,  193  5-3  9,  and  of 
approximately  3  5,3  50,000  pounds  for  1942-46.    The  1947-48  harvest  is  reported 
as  exceeding  the  previous  season's  bumper  crop  and  a  further  increase  is 
forecast  for  1948-49,'    Plantings  for  the  1948-49  harvest  were  expected  to 
total  39,500  acres,  as  compared  with  38,900  acres  a  year  ago. 

The  largest  producing  area  is  the  Santandar,  where  about  tv/o-thirds 
of  the  Colombian  cigarette  leaf  is  groT,vn.    Approximately  tvro- thirds  of  the 
country's  cigar  leaf  is  raised  in  Valle  de  Cauca«    Export  typos  are  at 
present  grown  exclusively  in  Bolivar  vmich  is  now  Colombia's  second  leaf- 
producing  center.    The  two  principal  types,  both  dork,  are  "Cuban",  used  in 
the  Netherlands  as  cigar  filler,  and  "Carmen",  used  in  the  manufacture  of 
cigarettes  in  Francoo 

Consumers  hc.vu  shown  a  preference  for  milder,  brighter  tobaccos. 
Colombia's  native  leaf  is  dark  and  strong.    As  domestic  consumption  has 
risen,   leaf  imports  have  increased  considerably.    Imports,   during  1947 
wore  estimated  at  approximately  375,000  pounds,  as  compared  with  averages 
of  228,000  pounds  for  the  5-year,  1942-46  period,  and  129,000  pounds  for 
the  1935-39  period.    Current  loaf  imports  arc  mainly  fluolcured  rnd  hurley 
although  small  lots  of  Turkish  and  Greek  leaf  are  brought  in  for  blending  ' 
with  American  an^i  native  types  in  the  manufacture  of  cigarettes.  Small 
quantities  of  American  leaf  are  used,  also,  in  snoking-tobacco  mixtures 
and  cigars,  but  none  in  snuff  and  chewing  tobacco. 


^Preliminary  report  of  a  study  of  foreign  market  outlets  and  competition 
with  United  States  tobacco,  conducted  under  the  provisions  of  the  Research 
ana  Marketing  Act. 
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Imports  of  American  leaf  in  1947  totaled  atout  300,000  pounds,  as 
compared  with  averages  of  about  150,000  pounds  for  the  5-years,  1942-46, 
and  82,000  pounds  for  the  1935-39  period.    Imports  of  fluo-cured  and 
hurley  leaf  are  expected  to  increase,  unless  prevented  by  the  shortage 
of  exchange* 

From  the  very  start,  American  cigarettes  captured  and  held  the 
market  for  imported  brands  in  Colombia,    Imports  of  approximately  600 
million  pieces  are  reported  during  1947,  as  compared  with  averages  of 
about  320  million  pieces  for  the  1942-46  period  and  135  million  pieces 
for  the  1935-39  period.    The  importation  of  American  cigarettes  is 
expected  to  decrease  due  to  exchange  restrictions o    The  importation  of 
American  cigars  is  prohibited.    Imports  of  other  tobaccc-manuf aotured 
products  have  always  been  very  small. 

The  manufacture  of  cigarettes  in  Colombia^has  progressed  steadily. 
During  1947,  production  amounted  to  410,580,000  packets  as  compared 
.with  averages  of  262,368,000  for  the  1942-46  period  and  208,224,000 
packets  for  the  5-years,  1936-40,    Production  in  1948  is  expected  to 
total  about  450  million  packets,  and  a  further  increase  is  forecast 
for  the  future,  ■ 

An  average  of  8,2  million  pounds  of  cigars  was  produced  during  the 
5  years,  1941-45,  as  compared  ?ri.th  7,5  million  pounds  for  the  1936-40 
period,  and  a  further  decrease  is  expected  during  the  next  few  years. 

For  many  years,  Colombia  has  exported  significant  quantities  of 
leaf  tobacco.    During  the  5  prewar  years,  1935-39,  these  exports  averaged 
about  6,6  million  pounds.    Of  this  quantity,  about  5,5  million  pounds 
went  to  Germany,  550,000  pounds  to  France,  and  200,000  pounds  to  the 
Netherlands,    Although  this  trade  was  lost  during  the  war,  Colombia 
has    regained  her  export  markets  during  the  past  few  years,  particularly 
in  France  and  the  Netherlands,    In  1946,  6*4  million  pounds  of  leaf 
tobacco  was  shipped  to  these  two  countries  out  of  total  exports  of  6,9 
million  pounds.    They  were  again  the  chief  outlets  for  exports  which 
totaled  7,8  million  pounds  in  1947,    Indications  are  that  this  trade 
will  continue  to  increase,  but  it  is  not  believed  that  Colombia's  present 
export  types  can  be  considered  to  be  competitive  with  United  States  leaf. 

The  tobacco  industry  in  Colombia  is  controlled  by  the  Government, 
which  is  capably  assisted  by  the  well  directed  Compania  Colombiana  de 
Tobaco, 

Peru 

Production  of  tobacco  in  Peru,  in  1947,  was  estimated  at  about  - 
3,200,000  pounds  from  about  3,600  acres,  about  double  the  quantity 
harvested  10  years  ago.    This  season  a  crop  of  about  3,500,000  pounds 
is  expected  from  approximately  3,700  acres.    It  is  stated  that  there  is 
sufficient  suitable  land  to  double  the  current  tobacco  production  within 
the  next  10  years. 
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The  bulk  cf  the  production  in  Peru  is  dark^  air«cursd,  cigar- typo 
tobacco_,   sorrc  of  which  is  crossed  with  Cuban  and  Sumatra  varieties c  Tobacco 
production  is  encouragod  by  the  Govurnitient  through  technical  assistancoj 
advancement  of  fv.ndsj  and  by  price     inccntives«    The  principal  areas  of 
production  are  Tumbes,  whore  about  two-thirds  of  Peru^"  s  leaf  tobacco  was 
grown  during  the  pai?t  decade,  Taraporta^  and  Jaeuj^ 

Imports  of  leaf  from  the  United  States,  principally  of  flue-cured  and 
burley,   showed  a  steady  increase  during  the  p'ast  5  yet^rs  (1943-47)  and 
averaged  approximately  240^,000  pounds,  as  compared  with  about  45,000  pounds, 
annually,  during  the  193&~39  period©  Total  imports  into  Peru  for  the  5-year 
period,  1943-47,  averaged  about  550,000  pounds.    Cuba  is  the  largest  supplier, 
but  very  small  quantities  are  received  from  Turkey  and  Greece^ 

Imports  of  cigarettes  from  the  United  States  have  also  shown  a  considerable 
increase©    Cigars  are  imported  principally  from  Cuba  and  smoking  tobacco 
chiefly  from  the  United  States,  although  very  small  lots--  of  the  latter  are 
received  from  England,    According  to  official  source's,  a  decline  in  the  imports 
of  manufactured  products  may  occur,  but  imports  of  leaf  from  the  United  States 
(mainly  flue-cured  and  burley)  should  increase,  unless  blocked  by  shortage 
of  dollar  oxchangee 

The  tobacco  industry  is  completely  controlled  by  the  Government* 
and  the  Estanco  Del  Tabaco,  which  has  its  head  office  and  main  tobacco  factory 
at  Lima,  operates  the  busiriesso    This  factory  is  quite  modern  and  a  range  of 
cigarette  brands ^  fairly  good  Gigars,  and  various  cut  tobaccos  are  produced* 
There  is  no  manufacture  of  snuff  or  chewing  tobacco. 

During  the  5-year  period^,  1943-47,  production  of  cigarettes  averaged 
approximately  lo5  billion  pieces,  or  about  double  the  average  quantity 
produced- during  the  5  years,  1935-39,    There  is  a  fine  range  in  the  brands 
of  domestic  cigarettes,    including  cigarettes  containing  flue-cured  and 
burley  leaf  from  the  United  States  mixed  with  a  small  percentage  of  Turkish, 
one  straight  Turkish  blend,  several  blends  of  Cuban  leaf  mixed  virith  native 
leaf,  and  six  brands  of  cigarettes  made  entirely  of  native  leaf.    The  trend 
is  definitely  tov/ard  American- type  blended  cigarettes,  and  this  trend  is 
expected  to  continue,  • 

Production  of  cigars  during  the  5  years,  19  43-47,  averaged  about  ls3 
million  pieces,  annually,  as  coinpared  with  about     1  million  pieces,  per  year, 
during  the  1935-39  period©    Pipe-tobacco  production  averaged  about  1,320 
pounds  per  year  during  the  1943-47  period  com.pared  with  an  average  of  880 
pounds  for  the  1935-39  period© 

Chile  ■  .       ■  ■ 

'The  Compania  Chilena  de  Tobacos  produces  all  of  Chile's  domiestic  machine- 
made  cigarettes  and  cigars,  as   w  ell  as  a  small  amount  of  pipe  tobacco,  but 
no  snuff  or  chewing  tobacco.    There  are  six  other  firms  which  make  cigars  by 
hand. 


The  GOmpdny  •  manufacture s' many  types  of  cigarettes,  including. -straight 
Virginias'  containing  100  percent  flue-cured  leaf  from,  the  United.  States  ' 
and  .-cigarettes  of  Turkish  leaf' ■glen  ded  vath  flu0~.cured  and  bur  ley  from 
the  United  States*.    Those  products  are  selling  well  and  the  production 
has  risen  each  year  since  1944*    The-sales  of  cigars  and  smoking  tobacco  ■ 
are  declininga    Chile  has  no  exportable  surpluses  of  leaf  or  tobacco 
products,  nc3!*  does  it  anticipate  any© 

The  company  would  like  more  leaf  from  the  United  States,  but  tobacco 
.is  still  on  the  list  .of  non-cssontialg  for  which  exchange  is  limdted* 

Chile's  principal  types  of  tobacco.are  dark,  air-cured,  cigar  v^irieties, 
grown  chiefly,  from,  seed  which  cam.e-  originally  from  Cubdi  and  Paraguay » 
There  is  a  trend,  however,  toward  milder,  brighter  leaf.    The  production 
••of  leaf  tobacco  is  on  the  increase  and  is  expected  to  continue  to- rise. 
Production  of  flue-cured  leaf  from  American  seed  is  small  in  volume,  but 
the  quality  is  good*    Test  plantings  of  burloy,  have' been  disappointing, 
and  experiments  -with  Maryland  typos  have  resulted' in  failures, 

Ecuador 

The  tobacco  industry  in  Ecuador  is  controlled  by  the  Government 
monopoly,  Estanoo  D^e  Tabacos.-   Tobacco  manuf ac-tures 'are  confined  mxiinly 
to  cigarettes  and  cigars »    There  is  a  small  production  of  cut  tobacco 
which  is  used  in  pip©  smoking  and  in  rolling  cigarettes  by  hando  Tljere 
•  are.  four  factories  in  Ecuador 'w  hich  manufacture  cigarettes,  each  of  which 
is  partially  mechanized.    About  25  small  ■  establi shments -make  :cigars,  chiefly 
by  hand.    About  80  percent  of  the  leaf  tobacoo    consumed  in  the  country 
is  fabricated  in- Guayaquil©     ■        .     ,     .  ,  ■  -  ■  . 

The  bulk  of  the  tPbacpo  produced  in  Ecuador  is  dark,  air-cured, 
chiefly  of  Cuban  and  Sumatra  types*    It  is,  reported  that  smokers  in 
..Ecuador  have  complained  for  a  num.ber  of  years  about  the  quality  and. 
strength  of  the  domestic .  cigarettes.    There  is  a  definite  demand  for;, 
milder   and  better  cigarettes  which  is  evidenced- by  the  steadily  increasi^ng  .  . 
sale  of  the  imported  types,  practica.lly  all  of  which  are -supplied  by  the 
United  States.    During  recent  years,  however;,  tobacco  imports  other 
than  cigarettes,  consist  of  only  a  few  hogsheads  of  leaf,  several 
thousand  cigars,  and  sinall^'- lots  .of  smoking  tobacco.  ■ 

English-made  cigarettes  have  almost  disappeared  from,  the  market,  and  • 
cigars  and  imported  cigarettes  are  rapidly  becoming  luxury  items.  ■:  Imported 
American  cigarettes  in  packets  of  20' s  sell  at  sucres  -6.00  (about  33-l/^ 
oents  U«S«)  as  compared  xvith  a  top  price  of  about  sucres  1.20  (about  6-2/3 
cents  U.S.)  per  packet,  for  the  domestic  cigarettes* 

■     Production  of  tobacco  in  Ecuador,^  the  bulk  of  which  is  black  or  dark 
air-cured,  is  produced  largely  in  the  provinces  of  El  Are  and  El 
■Guayas.-   Better  and  lighter  leaf  is  grown  in  Esm.eraldas,  where  special 
effort  is  being  made  to  improve  the  quality  and  increase  the  yield.  Accord- 
ing to  official  sources,  there  is  sufficient  suitable  land  in  Ecuador  to 
treble  the  production  of  tobacco,  and  an  increase  in  the  production  is 
expected. 
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In  six  preliminary  circulars  issued  by  the  Office  of  Foreign 
Agricultural  Relations,  Mr.  J.  B.  Gibbs,  Eead,  Tobacco  and  Tropical 
Products  Division,  and  Mr.  C.  B.  Cheatham,  Jr.,  Marketing  Specialist, 
have  reported  changes  in  tobacco-consumption  habits  in  "western 
Europe  and  discussed  other  factors  which  affect  the  overseas  demand 
for  United  States  leaf  tobacco.    Following  the  completion  of  addi- 
tional first-hand  studies  in  Europe,  Mr.  Cheatham  presents,  in  this 
circular,  additional  information  concerning  the  situation  in  the 
individual  countries  as  it  relates  to  the  foreign  market  for 
United  States  tobacco. 

In  line  v;ith  provisions  of  the  Research  and  Marketing  Act  and 
at  the  request  of  industry^  specialists  are  studying,  first  hand, 
the  possibilities  for  broadening  the  foreign  market  for  other 
agricultural  commodities  as  well  as  tobacco.     The  results  of  those 
studies  will  be  released  from  time  to  time  in  an  effort  to  keep  the 
producers  and  members  of  the  trade  informed  about  world  conditions, 
including  the  trend  of  production  in  competing  areas,  v/hich  affect 
the  foreign  market  outlook  for  agricultural  products. 


Joseph  A.  Becker,  Chief 
International  Commodities  Branch 


THE  MMIKET  FOR  UNITED  STATES  TOBACCO  IN  WESTERN  EUROPE 

 -    -^.By„    

:  •    •  ■  ^C ...B... ..Cheatham,- Jr. 

  ;\MarkeMng  .. Specialist  ...   

•  In  western  Europe,  there-  is  a-  demand-for  some  quantities  of  practically 
all  types  of  United  States  tobacco.     The  demand  for  some  types  is  rapidly 
increasing,  while  that  for  others  is  constantly  declining.     This  condition  is 
brought  about  by  a  number  of  factors  which  have  influenced  consumer  demand 
during  recent  years.     Trade  restrictions  have  affected  domestic  production 
and  have  tended  to  determine  sources  of  supply.    Quality  and  type  of  products 
available,  and  pri-ces  demanded,  have  -played  their  part  in  the  changing  / 
pattern  of  consumer  preference.     These  factors  are  discussed  in  the  following 
report,  with  attention  given  to  the  changing  trends  in  individual  countries 
of  western  Europe  and  the  effect  that  these  trends  may  have  on  the  market 
for  United  States  tobacco. 

Western  Europe  *s  Production 

The  principal  types  of  tobacco  grown  in  western  Europe  can  be  divided 
roughly  into  the  following  groups: 

1.     The  dark,  air-cured  types  grown  in  France,  Spain,  northern  Italy, 
Switzerland,  and  Germany. 

2»    Firo-cured  types,  grown  chiefly  in  Italy  but  also  in  France  and 
Switzerland. 

Oriental  types  grown  in  southeastern  Italy, 

Flue-cured,  grown  in  Italy  and  Spain  and,  experimentally,  in  severa! 
other  western  European  countries, 

Burley,  grown  in  Italy,  with  experimental  plantings  in  Germany, 

While  consumption  of  tobacco  products  in  western  Europe  as  a  v>?hole  is 
bolov/  prewar,  production  of  leaf  has  increased  from  a-  prewar^  average-annual 
total  of  248  million  pounds  to  an  estimated  total  of  308  million  pounds  for 
1948.     Due  to  political  and  economic  disturbanc-es  in  Europe,  published  figure 
are  not  always'  consistent.     The  following  tabulation,  however,  is  believed  tr 
shcp.'v,  fairly  accurately,  the  trend  in  the  4  countries  which  account  for 
practically  all  of  the  loaf  produoed  in  western  Europe: 


3. 

.  '  4. 

5. 
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Table  1. --Tobacco  production  in  specified  countries  of  Europe 


Country  *  193^-39  Average  '  1947  \  Estimated  1948 

:  Million  pounds  :  Million  pounds  :  Million  pounds 

Italy    ;  9^  :  143  :  14^ 

France   s  6^  :  92  :  88 

Spain    :  l5  :  30  s  33 

T^estern  Germany   :  ^4  :  17  :  ■  2^ 

Total   \  229  i  282  :  .  291 


Italy  is  the  only  one  of  these  countries  now  producing  enough  tobacco  to 
export  any  appreciable  quantity,  although  production  in  the  other  3  is  supplying 
much  of  the  domestic  requirement  and  increases  in  production  are  reducing  the 
necessity  for  imports  of  similar  growths. 

Present  prices  demanded  for  leaf  tobacco  are  encouraging  the  trend  toward 
increased  home  production  and  stimulating  extensive  research  programs.  Italy 
is  experimenting  with  the  production  of  all  types  of  tobacco  which  it  now  imports. 
The  French  are  qorking  on  a  curing  process  using  infra-red  rayS;,  which  they 
believe  will  revolutionize  methods  now  employed  for  both  flue-cured  and  air-cured 
types  and  enable  them  to  use  more  of  their  home-grown  tobacco  in  the  place  of 
growths  now  imported.    Germany  has  produced  a  small  quantity  of  Burley^  which 
compares  favorably  with  that  produced  in  the  United  States.    During  the  war, 
practically  all  of  the  western  European  countries  attempted  expansion  in  the 
production  of  leaf;  but,  with  the  exception  of  Belgium,  Switzerland,  and  the  4 
countries  mentioned  above,  no  further  expansion  is  being  encouraged  at  present. 
It  is  unlikely  that  any  of  these  countries,  except  Italy,  will  expand  production 
sufficiently  to  permit  appreciable  exports.     Their  import  requirements ^  however,, 
may  be  considerably  reduced  by  their  increased  production. 

•   ■  Western  Europe ^s  Imports 

In  the  193^-39  period,  total  leaf-tobacco  imports  of  13  western  European 
countriesl  and  what  is  now  the  British  and  American  occupied  zones  of  Germany 
amounted  to  699  million  pounds.     Imports  were  7IO  million  pounds  in  1946  and 
653  million  pounds  in  1947.  The  following  tabulation  shows  the  distribution  of 
these  imports  by  principal  supplying  areas: 


■^United  Kingdom,  Ireland,  Netherlands,  Belgium,  Denmark,  Norway,  Sweden, 
Switzerland,  Austria,  Italy,  France,  Spain,  and  Portugal. 
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Table  2.  — Imports  of  leaf  tobacco  into  I3  western  European  countries-, 
•  average  1935-39*  annual  I946  and.  1947.  Calendar  years 


Country  of  origin 

'    1935-39  average    '            ,  1946 

J 

;  1947 

MA  "1  1  n  nn  < 

!  IVXXXXXUIi 

!  ; 

IVXX  X  J.  X  Uil 

,.  -  pounds 

Percent 

pounds  ' 

,  Percent  ; 

pounds  ' 

Percent 

United  States  — - 

69  . 

■^60 

Turkey,  Greece, 

96  . 

'  .  -      25  - 

and  Bulgaria  — — 

:            14  ' 

:     '  15: 

!                    2  i 

4 

Latin  America    • 

8  • 

!  100 

! : .     14  ! 

121  ! 

.    ■  19 

.     :  ■  245 

35 

107 

15  - 

■  147 

:  22 

Total 

1  699 

',' .     ■  109 

!  710 

:          loo  < 

100 

The  increased  importation  from  the  United  States  in  1946  was  due  partly 
to  the  necessity  for  rebuilding  depleted  stocks  and  partly  to  a  growing 
consumer  demand  for  United  States  types  of  tobacco.    With  rapidly  increasing 
shortages  of  dollar  exchange,  the  1947  imports  from  the  United  States  lost 
ground  to  leaf  from  other  sources  but  remained  well  above  the  prewar  average 
in  both  pounds  and  porcontage  of  total  imports. 

The  drop  in  imports  from  Turkey,  Greece,  and  Bulgaria  resulted  from  a 
general  decrease  in  the  consumption  of  Oriental  cigarettes  throughout  western 
Europcr    The  largest  decrease  occurred  in  the  British  and  American  zones  of 
Germany,  which,  in  prewar  years,  usod  two-thirds  of  the  Oriental •■  leaf  importo 
into  ivestorn  Europe,  - 

The  increased  importation  of  tobacco  from  Latin  America  is  the  result  of 
purchases  of  cigar  leaf,  used  to  replace  former  imports  from  the  Netherlands 
Indies  where  adequate  supplies  are  not.  now  available,  and  some  quantities  of 
Latin  American  leaf  to  be  used  in  cigarettes  and  smoking  tobacco, 

•The  sharp  drop  in  imports  from  sources  listed  as  "all  others"  is  more 
than  accounted  for  by  Sumatra  and  Java,  where  appreciable  stocks  are  not 
available.     Imports  from  Rhodesia,  India,  and  other  "soft-currency"  sources 
are  increasing. 

The  present  financial  condition  of  western  Europe  is  encouraging 
increased  imports  of-  tobacco  from  soft-currency  areas.     The  quality  Of  leaf 
now  produced  in  these  areas  does  not  compare  very  favorably  with  the  similar 
tj^y-pes  of  United  States  grown  tobacco  that.'are  in  greatest  demand  by  western 
European  countries.    However,,  in  several '  soft-currency  countries ,  extensive 


research  programs  are  being  conducted  to  improve  quality  and  lower  production 
costs.    This  will  improve  the  competitive  position  of  such  countries  in  world 
markets  and,  combined  with  the  present  advantage  of  a  soft-currency  trading 
basis,  will  help  them  become  more  firmly  established  in.the  western -European 
market  in  competition  with  United  States  grown  leaf.    Current  prices  of 
United  S'^at^s  tobacco  are  not  helping  to  hold  this  market. 

There  is  also  a  political  factor  which  is  affecting  the  pattern  of  tobacco 
imports  into  western  Europe,     In  6  of  these  countries — Austria,  Italy,  France, 
Spain,  Portugal,  and  Sweden—the  tobacco  industry  is  controlled  by  government 
monopoly.    Since  tobacco  is  such  an  important  source  of  government  revenue, 
monopoly  officials  are  under-  considerable  pressure  exerted  by  other  governmental 
agencies.    Quantities  purchased,  sources  of  supply,  and  prices  paid  for  imported 
leaf  are  considerably  influenced  by  agencies  other  than  the  monopoly,  this 
makes  the  tobacco  industry  in  these  countries  a  political,  as  well  as  an  indus- 
trial., enterprise,  and  tends  to  restrict  free  trade  and  eliminate  competition. 
In  most  of  the  non-monopoly  countries,  the  use  of  funds  for  the  purchase  of 
tobacco  requires  government  approval.    Since  expenditure  approval  is  much  more 
readily  obtained  for  soft,  than  for  hard,  currency,  the  tendency  is  to  purchase 
more  tobacco  from    sterling  or  other  soft-currency  areas  and  less  from  hard- 
currency  countries. 

Consumption  of  Tobacco  Products 

Although  sizeable  increases  have  occurred  in  several  of  the  countries, 
consumption  of  tobacco  in  western  Europe  as  a  whole  is  currently  running  about 
2^  million  pounds  .annually  below  i;he  prewar  level.    Considerable  increases 
•registered  by  the  British  Isles, .  France,  Italy^  Switzerland,  and  Spain  have  boen 
more  than  offset  by  the  decrease  in  western  Germany  alone.    The  Netherlands, 
Belgium,  and  Austria  are  also  well  below  their  prewar  figures.    Consumption  in 
the  United  Kingdom  and  France  is  expected  to  drop  rather  sharply  in  19491  hut 
all  other  countries  in  western  Europe  are  planning  either  to  Increase  or  to 
hold-  near  their  present  levels. 

In  1948,  49  percent  of  the  tobacco  consumed  in  western  Europe  was  in  the 
form  of  pigarettes,  and  $1  percent  was  in  the  form  of  cigars,  smoking  mixtures, 
and  other  products.     In  1947,  cigarettes  accounted  for  60  percent  of  the*  total, 
while  cigars  dropped  from  1^  percent  to  8  percent,;  smoking  mixtures  from  32  per- 
cent to  30  percent;  and  other  products  from  4  percent  to  2  percent.-  Although 
■cigars  may  regain  part  of  their  lost  volume,  the  general  trend  in  favor  of 
cigarettes  is  expected  to  continue. 

American  military  forces  in  Europe,  during  and  since  the  war,  have  done 
much  to  establish  a  taste  for  the  American- type  cigarette -th6re.    Shortages  and 
poor-quality,  tobacco  products  made  especially  desirable  the  cigarettes  given  or 
traded  by  the  American  troops.     The  effect  is  especially  noticed  in  Germany  and 
Austria,  where,  before  the  war,  practically  all  of  the  cigarettes  manufactured 
were  of  the  Oriental  type.    German  manufacturers  iradicate'-thaf  their  production 
should  now  be  50  percent  American-type  cigarettes,  in  order  to  meet  consumer 
demand.     In  Austria,  it  is  estimated  that  70  percent  American- type  would  be 
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Not  only  in  occupied  countries  but  throughout  practically  all  of  western 
Europe,  the  shortage  of  good  leaf  and  the  poor  quality  of  tobacco  products  in 
general  have  sv/itched  consumer  taste  considerably  in  favor  of  the  American 
cigarette.     In  England  and  Ireland,  .the  straight  Virginia  product  is  still 
preferred;  but,  without  exception,  the  continental  countries  of  western 
Europe  show  a  growing  preference  for  the  American  type.     European  manufac- 
turers have  not  yet  been  able  to  produce  cigarettes  which  compare  favorably 
with  those  made  in  the  United  States;  but  considerable  progress  is  being  made, 
and  their  products'  are  becoming  more  and  more  acceptable  to  the  public. 

The' United  States  has  benefited  by  the  increased  consumption  of  cigarettes 
in  western  Europe  and,'  particularly,  the  trend  toward  blended  types,  this 
trend  offers  an  increased  market  for  United  States  flue-cured  and  Burley  leaf, 
provided  the  United  States  can  meet,  the  competition  given  through  bilateral 
trade  agreements,  barter,  and  soft-currency  exchange  by  other  producing  areas. 
Some' European  manufacturers  complain  that  the  United  States  farmer,  in  his 
desire  to  increase  yields,  is  increasing  the  nicotine  content  of  his  leaf.  It 
is  possible  that  this  complaint  could-  shift  the  trend  of  consumer  demand  back 
toward  the  lower  nicotine.  Oriental  'cigarette  which  was  preferred  in  prewar 
years,  especially  since  recent  prices  of  Turkish  tobacco  are  considerably 
b'elow  those  now  demanded  for  United  States  grown  cigarette  leaf  of  correspond- 
ing quality. 

The  principal  types  of  United  States  tobacco  used  in  the  manufacture  of 
western  European  tobacco  products  are  flue-cured,  Burley,  and  fire-cured. 
Smaller  quantities  of  dark,  air-cured  and  Maryland  are  utilized;  and  irregular 
quantities  of  scraps  and  stems  of  all  types  are  used.  . 

Flue-cured  Types  '  •■ 

The  Briti  sh  Isles  have  always' been  the-  largest  European  consumers  of  flue 
cured  tobacco.    Most  of  this  type  is  used  in  the  manufacture  of  cigarettes, 
with  considerably  quantities  blended  into  pipe  mixtures.     Prior  to  1939, 
consumer  demand  for  the  American-type  cigarette  was  becoming  evident  in  the 
Scandinavian  countries,  Holland,  and  Belgium.    Since  the  war,  gro^ving.  popular- 
ity of  the  cigarette  throughout  western  Europe,  combined  vdth  a  shift  in 
consumer  preference  from  the  Oriental  to  the  American  type,  have  greatly 
increased  the  demand  for  flue-cured  tobacco.     This  trend  is  especially  noticec 
in  Germany  and  Austria,-  where,  before  World  War  II,.  more  than  95  percent  of 
the  cigarettes  consumed  were  of  the  Oriental  type..  Bright  colored,  flue-curec* 
leaf  is  used  in  the  better  grades  of  European  smoking  mixtures,  while  a  quan- 
tity of  tips  aro  consumed  in  the  medium- and  lov/- priced  brands. 

Burley 

Prior  to  World  War  II,  exports  of  Burley  tobacco  to  western  Europe  were 
comparatively  insignificant.    Y^fhen  prices  were^low,  tips  were  used  in  some 
countries  in  low-priced  smoking  mixtures ,  .but  -they  had  to  compete  in  price 
with  native  growths  or  dark' typejs.  from  other  sources.     Thin  tips  and  limited 
quantities  of  better  grades  were  used  in  the  production  of  the  f  ev;'.  blended- 
type  cigarettes  manufactured.     The  growing  popularity. .  of  American- type 
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cigarettes  is  creating  an  increasing  demand  for  Burley,  especially  of  the  thin, 
medium,  and  low  grades,  .   Heavier  leaf  and  tips  are  also  heing  used  in  larger 
quantities  for  low-priced  smoking  tobacco,  but  types  from  other  sources  are 
substituted  when  they  can  be  purchased- to  better  advantage. 

Fire-cured  Types 

Before  192^,  western  Europe  imported  large  quantities  of  fire-cured  tobacco 
from  the  United  States.     Since  that  time,  there  has  been  a  steady  decline  in  our 
exports  of  this  type.     This  condition  is  the  result  of  increased  production  of 
fire-cured  tobacco  in  Europe  and  increased  imports  of  Dominion  and  other  growths. 
During  recent  years,  the  shift  in  consumer  preference  toward  the  cigarette  has 
reduced  consiMiption  of  cigars,  pipe  tobacco,  and  chewing  tobacco,  and,  .thus,  has 
considerably  reduced  the  demand  for  fire-cured  tobaccos  '  Trade  advantages 
offered  by  reciprocal  agreements barter  arrangements,  preferential  duties,  and 
soft-currency  exolange  have  tended  to  make  European  countries  look  to  sources 
other  than  the  United  States  for  their  dwindling  import  requiremonts,  of  fire-cure 
leaf,     Italy,  France,  and  Spain,  formerly  the  3  largest  importers  of  fire-cured 
tobacco,  are  now  producing  more  than  ever  in  their  history.     England  and  Ireland 
are  now  getting  a  large  part  of  their  fire-cured  requiremonts  from  Africa j  and 
other  European  countries  are  looking  toward  sources  of  supply  where  they  can  buy 
to  best  advantage.     If  the  trend  continues ^  United  States  exports  of  fire-cured 
tobacco  will  be  limited  largely  to  qualities  not  produced  elsewhere  for  use  in 
the  manufacture  of  specialty  products. 

Dark,  Air-cured  Types 

There  is  very  little  demand  in  westem  Europe  for  Green  River  and  One  Sucker 
tobacco.     Ireland  uses  some  Green  River  for  spun  tobacco.    England  and  Belgium 
also  use  small  quantities.    During  the  recent  shortage  of  cigar  wrappers,  a  littl 
Green  River  was  used  as  a  combination  binder  and  wrapper,  but  this  was  merely  a 
substitute.     One  Sucker  findc;  a  very  limited  demand  on  tho  Continent,  whore 
small  quantities  are  occasionally  used  in  a  few  smoking  and  chewing  brands, 
Virginia  sun-cured  has  no  foreign  market  of  any  consequence. 

Cigar  Typos 

The  recent  shortage  of  Java  and  Sumatra  tobacco  has  stimulated  some  demand 
for  United  States  cigar  .typos  for  use  as  binders  and  wrappers,  but  European 
manufacturers  indicate  that  thoy  will  return  to  original  sources  of  supply  as 
soon  as  possible.     Occasionally  some  very  cheap  grades  of  United  States  cigar 
typos  are  sold  in  Europe,  but  this  is  not  considered  regular  trade, 

Mxryland 

For  a  number  of  years,  a  considcrablo  quantity  of  low-pri'cod  Maryland  found 
a  market  in  Franco,  Switzerland,  Holland,  and  Belgium.     Increased,  use  of .  Maryland 
in  this  country  raised  tho  price  so  that  other  types  wore  substituted  in  Europe. 
■There  is  still  a  market  for  somo  of  this  tobacco  in  Switzerland,  but  regular 
exports  to  other  European  countries  are  of  little  consoquonco. 
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Scraps  and  Stems 

Current  prices  of  leaf  totacco  and  difficulty^n  obtaining  dosircd  quanti 
tics  are  encouraging  the  use  of  scraps  and  stems  in  practically  all  forms  of 
manufactured  tobacco,  in  order  to  reduce  the  cost  of  the-  finished  product  and 
extend  the  duration  of  leaf  stocks.     larger  percentages  are  used  in  the  choape, 
brands,  but  many  of  the  higher  priced  cigarettes  nov/  contain  flattened,  flue- 
cured  and  Burloy  stems  and  scraps.     Manufacturers  of  some  brands  of  low-priced 
products  formerly  obtained  surplus  stems  and  scraps  from  European  cigar  and 
cigarette  manufacturers.     This  surplus  is  now  reduced  so  that  there  is  an 
import  demand  well  above  that  of  former  years. 

The  fb-rket  for  United  States  Tobacco  in  Western  Europe 

by  Countries 

Austria 

Production  of  leaf  tobacco  in  Austria  is  negligible.     Prior  to  the  war, 
most  of  that  used  in  the  manufacture  of  cigarettes  was  imported  from  Turkey, 
Greece,  and  Bulgaria,     Cigar  types  came  principally  from  Hungary  coid  the 
Netherlands  East  Indies,  with  some  fire-ourod  from  the  United  States  for  use  i 
the  so-called  Vii^ginia  cigars.    Pipe  mixtures  were  made  largely  from  low-grade 
cigar  types.    Since  the  war,  increased  consumer  preference  for  cigarettes, 
especially  the  American-typo,  at  the  expense  of  cigars  and  pipe  tobacco  have 
changed  the  pattern  of  imports.    Quantities  of  flue-cured  and  Burley  are  now 
desired  for  the  production  of  American-type  cigarettes.     Pipe  tobacco  is  now 
manufactured  from  10  to  1$  percent  fire-cured  and  8^  to  90  percent  scraps, 
stems,  and  leaf,  obtained  from  any  available  source  at  the  cheapest  price. 
Most  of  the  decline  in  cigar  consumption  has  been  in  the  higher  priced  groups, 
and  imports  of  leaf  from  Brazil,  the  Dominican  Republic,  and  Italy  have 
replaced  the  quantity  which  formerly  came  from  the  Netherlands  East  Indies. 

The  average  annual  tobacco  consumption  in  Austria,  just  before  the  war, 
was  about  22  million  pounds.     In  194?,  duo  to  scarcity  of  foreign  exchange 
and  extremely  low  leaf  stocks,  less  than  one-third  of  this  quantity  was  used. 
Since  tobacco  accounts  for  about  one-third  of  the  Austrian  Govornnont »s  revem. 
every  effort  is  being  made  to  increase  leaf  imports.    Various  trade  agroomonte 
and  barter  arrangements  have  been  made;  and  1948  consumption  is  estimated  at 
nearly  1$  million  pounds.     If  the  Austrians  arc  able  to  obtain  the  necessary 
leaf,  1949  consumption  may  approach  its  prewar  level. 

Belgium  and  Luxembourg 

Before  the  war,  Belgium  and  Luxembourg  v/crc  producing  about  1$  million 
pounds  of  tobacco  annually.     Consumption  was  about  6o  million.  Approximately 
nne-third  of  their  imports  came  from  the  United  States  and  consisted  of 


-  8  - 


practically  all  types  of  loaf  grovra  in  this  country.    Most  of  thoir  rGquiremonts 
woro  in  the  lower  priced  grades,  since  about  6o  percent  of  their  ..facto.ry  output 
was  pipe  tobacco.    Cigarettes  accounted  for  27  percontj  and  cigars  13  percent. 
Most  of  the  cigarettes  manufactured  wore  of  the  so-called  popular  class,  made 
largely  from  homo-grown  and  other  dark  types  of  leaf,    Burley  and  flue-cured 
were  blended  in,  w^hen  the.  price  v:as  sufficiently  low.    Shifts  in  sources  of 
supply' wore  made  from  year  to  year,  according  to  prices  asked  for  leaf,  and 
blends  of  cigarette  and. pipe  tobacco  were  changed  to  conform  with  loaf  stocks. 

During  the  war,  loaf  production  in  Belgium  and  Luxembourg  v/as  considerably 
disrupted!  but  it  is  now  back  to  about  tvro-thirds  of  prewar,  and  further  expan- 
sion is  not  being  encouraged.     Due  largely  to  the  shortage  of  leaf,  consumption 
is  sharply  down  from  the  prewar  figure  and  will  probably  not  return  to  this 
level  before  late  1949  or  19^0. 

Consumer  preference  for  tobacco  products  has  changed  considerably  since 
prewar.    Consumption  of  cigars  has  dropped  from  13  to  6  percent,  and  pipe  tobacco 
from  6o  to  47  percent,  while  cigarette  consumption  has  increased  from  27  to  47 
percent.    Y^ith,the  increase  in  the  use  of  cigarettes,  there  has  been  some  shift 
toward  the  American  type,  but  approximately  two-thirds  of  the  cigarette  consump- 
tion is, still  in  the  so-called  "popular"  type., 

Belgium  is  largely  a  price  market  for  leaf  tobacco.    Manufacturers  have^ 
stated' that  the  only  United  States  type  which  they  cannot  successfully  substitute 
from  other  sources  is'  flue-cured,  and  they  expect  to  buy  most  of  their  require- 
ments of  other  types  from  whatever  sources  usable  qualities  can  be  obtained  at 
the  lowest  price,    ERP  funds,  however,  may  change  this  picture  somewhat,  in 
spite  of  present  United  States  price  levels. 

Denmark 


Denmark  is  not  normally  a  tobacco-producing  country.    Attempts  to  achieve 
considerable  production  were  stimulated,  however,  by  difficulties  in  obtaining 
leaf  during  and  since  World  War  II.     The  quality  produced  was  not  satisfactory, 
and  production  is  being  discontinued,  with  the  exception  of  sm.all  quantities  to 
be  used  as  substitute  cigar  wrappers. 


-Prewar,  annual  consumption  of  tobacco  products  in  Denmark  was  about  l8 
million  pounds.    Cigars  accounted  for  practically  half  of  this,  while  cigarettes 
and  pipe  tobacco  equally  divided  the  remainder, with  the  exception  of  about 
1  million  pounds  which  went  into  chewing  tobacco  and  snuff-     The  American-type 
cigarette  was  already  popular,  and  it  accounted  for  ^0  percent  of  the  Danish 
cigarette  production,  while  4^  percent  was  straight  Oriental  and  5  percent  was 
-British  type.    Fire-cured  loaf  was  used  for  chewing  and  snuff ;  and  considerable 
quantities  of . flue-cured,  Burley,  and  Maryland  were  used  in  smoking  mixtures 


as  well  as  in  cigarettes. 
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Difficulty  in  obtaining  leaf  during  and  after  the  war  drastically  reduced 
tobacco  consumption  in  Denmark.    At  present,  it  is  about  three-fourths  of  the 
prewar  figure,  but  is  rapidly  moving  up  as  increasing  supplies  of  loaf  are 
obtained.    It  is  estimated  that  1949  consumption  will  be  15' percent  above 
prewar,  .  , 

As  in  other  countries,  changing  consumer  preference  is  altering  tho 
pattern  of  sources  of  supply.    Cigars  have  long  been  the  leading  tobacco  pro- 
duct m  Deranark.    Although  cigarettes  are  consistently  gaining  favor,  produc- 
tion of  cigars  will  probably  exceed  that  of  cigarettes  for  the  next  few  years 
at  least.    The  most  outstanding  change  in  consumption  trends  is  in  tho  ciga- 
rette field,  itself.    Present  demand  is  for  8^  percent  American  typo,  10  per- 
cent Oriental,  and  5  percent  British,  compared  with  a  prewar  demand  for 
50  percent  American  typo,  4^  percent  Oriental,  and  5  percent  British.  This 
moans  an.  increased  demand  for  United  States  cigarette  typos  to  replace  quanti- 
ties of  Oriental  f9rmorly  used.     The  demand  for  fire-cured  and  othor  dark  type 
is  steadily  decreasing* 

France 

Franco  is  the  second  largest  tobacco-producing  country  in  western  Europe, 
growing  an  annual  average  of  65  million  pounds  just  before  World  V^ar  II.  This 
was  about  ^0  percent  of  consumption.     In  194?,  92  million  pounds  wore  produced 
and  tho  I948  crop  is  estimated  at  88  million,  which  is  approximately  6o,percer 
of  present  consumption.    Prices  of  imported  leaf  are  encouraging  further  .■ 
increases  in  production. Most  of  the  tobacco  produced  in  France  is  dark,  air- 
cured.     Experiments  are  being  made,  however,  with  fire-curod  and  flue-cured 
typos,    A  curing  process  using  infra-red  .ray?  is  being  developed,  which,  tho 
French  hope,  will  permit  expanded  production  of  types  now  imported. 

Prev;ar  imports  into  France  averaged  slightly  more  than  60  million  pounds 
annually.     Nearly  half  of  this  quantity  came  from  Algeria  and  Madagascar, 
while  the  United  States  supplied  about  20  million  pounds.     During  the  war, 
French  imports  dropped  sharply  and  came  principally  from  French  overseas  terr: 
torios  and: surplus-producing  European  countries.    Beginning  with  1945,  imports 
have  been  above  prewar  in  ordor  to  rebuild  badly  depleted  stocks  and  meet  the 
demand  of  increasing  consumption.    Shortage  of  foreign  exchange  is  now  rcducii 
imports  to  about  one-half  of  prewar.     Bilateral  trade  agreements  with  Turkey 
and  Greece,  and  large  production  ■  in  French  ■  colonial  territory,  will  probably 
account  for  most  of  their  import  for  the  next  year.    Consumption  will  probably 
decrease.  .        ..       •  ■ 

,  In  Franco,  there  has,  boon  an  increase  in  the  consumption  of  cigarettes 
at. tho  expense  of  other  tobacco  products,  but  this  increase  has  boon, largely 
in  cigarettes  of  tho  French  typo,  mad^  principally-  from  native  and  other ■ dark 
tobapco.     The  trend  tp  the  American  type,  which  is  noted-  in  .practically  all 
western  European  countries,  has  not  occurred  in  France.    The  Government 
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apparently  wishes  to  manufacture  the  bulk  of  its  tobacco  products  from  native 
and  colonial  leaf,  for  which  it  can  be  assured  a  large  supply  at  fixed  prises. 
The  French  Monopoly  manufactures  some  Oriental,  American,  and  British-type 
cigarettes,  but  the  sale  is  small.    Most  of  the  American- type  cigarettes 
consumed  in  France  are  Imported.     The  manufacture  of  cigars,  chewing  tobacco, 
and  snuff  is  of  little  consequence,  since  about  95  percent  of  the  tobacco 
consumed  in  France  is  either  in  manufactured  cigarettes  or  in  cut  tobacco— most 
of  which  is  used  in  rolling  cigarettes  by  hand. 

Western  Germany 

It  is  estimated  that,  before  the  war,  western  Germany  produced  betv/een  50 
and  55  million  nounds  of  tobacco  ajinually.     This  was  all  dark  air-cured  and  was 
used  in  the  pro?;uction  of  cheap  cigars  and  smoking  tobacco.     Imports  were  about 
125  million  pounds  per  year.    Most  of  this  came  from  Oriental  producing  countries, 
the  Netherlands  East  Indies,  and  South  iimerica,  since  about  75  percent  of  the 
German  manufacture  was  in  cigars  and  Oriental  cigarettes.    Some  United  States 
fire-cured  was  used  in  all  typos  of  tobacco  products,  except  cigarettes;  and^ 
soniG  flue-cured  was  used  in  smoking  mixtures.     Experiments  v/oro  made  with  British 
and  American- type  cigarettes,  but  nearly  100  percent  of  tho  cigarettes  manufac- 
tured were  straight  Orientals. 

Since  World  War  II,  tobacco  production  in  western  Germany  has  boon  very 
low.    Much  of  the  leaf  produced  has  boon  grown  in  small  garden  plots  and  has 
not  entered  regular  trade  channels,  so  accurate  figures  aro  not  available.  It 
is  estimated  that  the  194?  crop  was  about  1?  million  pounds  and  that  tho  1948 
crop  was  about  25  million  pounds.    Shortage  of  supply  has  encouraged  experiments 
in  tho  production  of  various  types  of  tobacco;  but  Burlcy  is  the  only  new  one 
which  has  mot  mth  any  success.    Small  quantities  of  a  satisfactory  quality  of 
this  typo  have  been  produced  near  Bremen. 

From  tho  end  of  World  IfJar  II  until  the  beginning  of  1948,  imports  of  tobacco^ 
into  western  Germany  were  practically  nil.    Military  government  and  ERP  funds 
are  now  permitting  some  imports,  but  present  consumption  is  still  less  than 
one-fourth  of  prewar. 

Considerable  changes  have  taken  place  in  consumer  preference  for  various 
tobacco  products.     The  demand  for  cigarettes  is  increasing  at  the  expense  of 
all  other  products.     Instead  of  practically  100  percent  Oriental,  the  demand 
is  now  for  50  percent  Oriental  and  50  percent  Merican-type.     In  smoking 
mixtures,  the  taste  is  shifting  from  the  dark  blends  to  those  using  larger 
percentages  of  flue-cured  and  Burley.     The  demand  for  cigars  has  dropped  from 
37  percent  of  the  total  production  of  tobacco  products  to  about  25  percent.  A 
considerable  shift  in  imports  can  therefore  be  expected  from  Oriental  and  dark 
producing  areas  to  areas  producing  flue-cured  and  light,  air-cured  types. 

Although  it  may  be  some  time  before  western  Germany  can  return  to  its 
prewar  consumption  level/  it  is  the  largest  potential  market  for  tobacco  in 
continental  Europe.    Price  and  quality  of  available  leaf  will  have  their  ef fee 
on  imports,  and  it  is  possible  that  there  may  be  some  shift  in  taste  back  toward 
a  preference  for  the  Oriental  and  cigar  types  formerly  used. 
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Eire 

Before  World  War  II  and  during  the  war  years',  small  quantities  of  dark, 
air-cured  tobacco  were  grown  in  Ireland; 'but  production  there  is  insignificant. 
Imports  of  about  I3  million  pounds  came  almost  exclusively  from  the  United 
States.    Most  of  this  was  f luo-curod,  although  fire-cured  and  some  dark  air- 
curod  were  used  in  chewing  and  some  smoking  products. 

During  1940  and  1941,  Eire's  imports  dropped  sharply,  but  wore  resumed  in 
1942.     large  -imports  in  1946  and  194?  rebuilt  stocks,  and  future  imports  can 
be  expected  to  keep  in  line  with  consumption, which  is  currently  running  about 
2^  percent  above  prewar.     Eire's  tobacco  still  comes  largely  from  the  Unitod 
States,  although,  recently,  there  has  been  some  shift  to  British  colonies  for 
dark  types  and  to  Rhodesia  for  some  flue-cured.     It  is  reported  that  agreements 
have  been  mado  to  import  a  quantity  of  Oriental  in  1949,  but  it  is  doubtful 
if  Irish' manufacturers  will  use  much  of  this. 

In  Eire,  as  olscwhore,  cigarotto  consumption  is  gaining  at  tho  expense 
of  other  tobacco  products.    Tho  Irish  prefer  tho  British- typo,  straight 
Virginia  cigarette;  and  there  is  only  a  very  limited  demand  for  Oriental  or 
American  types. • 

Italy 

Italy  is  the  largest  tobacco-producing  country  in  western  Europe, and  the 
only  one  that  grows  ^n  appreciable  surplus  available  for  foreign  trade. 
.  Annual  production,  prcr.ar,  was  about  95  million  pounds.     In-  1947,  143  million 
pounds  .wore- produced;  and  the  1948  crop  is  estimated  at  14^  million,  or  nearly 
1^0  percent  of  Italy's  estimated  consumption  for  the -same  year.     The  principal 
types  of  leaf  produced  arc  Oriental  and  fire-cured,  although  considerable 
quantities  of  flue-cured,  Burley,  and  dark  air-cured  are  now  being  grovm  on  a 
commercial  scale.    Recent  experiments  have  produced  cigar  wrappers  of  very 
good  quality.     Through  extensive  research  programs,  the  Italians  aro^attcmpt- 
ing  not  only  to  produce  all  .types  of  tobacco  used  in  Italy  but  to  build  a 
considerably  larger  export  trader    •  ■  ' 

Prior  to  1925,  Italy  imported  large  quantities  of  tobacco  from  the 
Unitod  States.    Most  of- this  was  fire-cured.     Since  192^,  native-grown, 
fire-cured  has  practically  replaced  imports  of  this  type  from  the  United 
States.     During  the  following  5  years,  production  increased  to  the  point 
whore  only  small  imports  were  necessary.    -Since  1930,  there  has  been  only  one 
■   year,  1947,  in  ivhich  Italy's  total  tobacco  -  imports  were  as  much  as  12  million 
pounds.    The  1947  import  of  ' nearly  30  million  was  necessary  because  of  war- 
depleted  stocks  and  3  successive • short  crops.    Since  then,  Italy  is  again  in 
a  surplus  position  and  cannot  be  considered  a -market  for  appreciable  quanti- 
ties of  leaf. 
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In  Italy,  consumption  of  cigarottos  is  increasing  largely  at  the  expense 
of  cigars.     Because  of  low  Italian  "wago  scales,  most  of  the  cigarottos  manufac- 
tured are  in  the  cheaper  price  range  and  are  made  principally  from  homo-grown 
tobacco.    :Among  the  more  prosperous  who  smoke  Oriental  cigarottos  and  better 
quality  cigars,  there  is  some  shift  toward  the  American- typo  cigarette,  but 
this  trend  is  not  as  pronounced  as  in  other  countries  of  western,  Europe.  Some 
import  of  United  States  flue-cured  and  Burloj;-  will  bo  necessary  since  these 
types,  grown  in  Italy^  do  not  have  the  quality  to  satisfy  this  demand.  Govern- 
ment officials  novv'-  realize  this  and  arc  attempting  to  producOjWith  United  States 
leaf,  a  cigarette  acceptable  to  this  trade,  •  " 

The  Netherlands 

Altho^^gh  the  Netherlands  produces  no  tobacco  commercially,  it  was  Europe's 
largest  distributing  conter  before  the  war.     Loaf  from  all  parts  of  the  world 
was  shipped  to  Netherlands  bonded  warehouses  where  buyers  came  from  practically 
all  countries-  of  Europe,    Prewar^,  annual  imports  for  use  in  Netherlands  manufac- 
ture amounted  to  about  6^  million  pounds.    Approximately  one-fourth  of  this 
came  from  the  United  States  and  vv-'as  used  in  the  production  of  cigarettes  and 
smoking  tobacco.     During  the  war  years,  Netherlands  imports  dropped  to  one-third 
of  prewar  and  came  principally  from  European  countries.     Supplies  v.-erc  cut  off 
from  the  Netherlands  Indies  and  the  United  States,  former  sources  of  nearly 
threo-f ourths  of  the  imports «     Since  the  war,  the  Netherlands  Indies  have  not 
been  able  to  resume  production.     In  1946  and  194?,  the  United  States ' supplied 
about  80  percent  of  the  Netherlands  imports.     This  percentage  cannot  be  expected 
to  continue,  ho?\revor,  wh^n  the  Indies  resume  full  production.     Due  to  shortage 
of  dollar  exchange,  there  is  also  a  tendency  to  increase  imports  from  Rhodesia, 
Nyasaland,  and  India, 

Consumption  of  tobacco .products  in  the ' Netherlands,  although  increasing, 
is  still  about  30  percent  below  the  'prewar  level.     It  is  not  expected  to  roach 
the  65-million  prewar  figure  for  at  least  2  years.     Prewar  consumption  was 
42  percent  smoking  tobacco,  40  percent  cigars,  and  18  percent  cigarettes. 
Relative  percentages  in  the  present  restricted  consumption  of  tobacco  is 
,42  percent  smoking  tobacco,  25  percent  cigars,  and  33  percent  cigarettes.  With 
the  lifting  of  restrictions,  the  consumption  of  cigarettes  is  expected  to  show 
additional  gains  on  both  cigars  and  smoking  tobacco,         ,  - 

Before  the  war,  practically  all  types  of  cigarettes  were  manufactured  in 
the  Netherlands.     The  lower  priced  brands  were  made  from  dark  tobacco,  sometimes 
blended  with  low-priced  flue-cured  and  Burley.     Oriental,  British,  and  American 
tjrpes  were  also  manufactured  for  the  higher  priced  market.     It  is  estimated 
that  the  future  demand  will  be  for  75  percent  American- type  of  various  quali- 
ties and  25  percent  British- type. 


-  13  - 


Norway 

Norway  is  not  a  tobacco-producing' country.'    Prewar  imports  averaged 
about  6-1/2  million  pounds  annually,  85  to  90  percent  of  which  came  from  the 
United  States.     During  the  war,  imports  from  the  United  States  were  greatly 
reduced,  and  supplies  to  meet  restricted  consum.ption  were  purchased  from 
whatever  sources,  they  could  be  obtained.     Since  the  warj,  imports  from  the 
United  States  have  been  resumed  in  about  the  same  proportion  as  prewar. 
Norwegian  manufacturers  perfer  United  States  leaf  but  express  the  fear  that 
difficulty  in  paying  prices,  now  demanded  for  American  leaf  normally  imported, 
may  force  them  to  look  to  other  sources  of  supply.     Impqrt  requirements  are 
increasing  and  are  expected  to  reetch  10  million  pounds  'in  1949* 

Cigarettes  and  smoking  tobacco,  in  about  equal  shares,  account  for 
85  percent  of  the  tobacco  products  manufactured  in  Norway.     Some  phewing 
tobacco  and  snuff,  and  a  few  cigars,  are  produced.    Prev.far,  cigarette  prodnctior 
was  approximately  1^  percent  Oriental,  30  percent  British,  and  55  percent 
American- type.     Present  demand  is  for  8  percent  Oriental,  2?  percent  British, 
and  65  percent  American.    Most  of  the  smoking  tobacco  falls  into  2  general 
tj'pesj  one  which  is  almost  entirely  flue-cured  and  another  which  is  almost 
entirely  fire-cured.    Chewing  and  snuff  tobacco  is  almost  entirely  fire-cured. 
In  Nor3,uay,  cigarettes  and  smoking  tobacbo  seem  to  be  sharing  about  equally 
the  increase  in  consumption.    Other  products  are  slowly  losing  ground, 

Portugal 

Portugal  produces  no  tobacco  cominercially.     Imports,  before  the  ivar, 
averaged  -about  6  million  pounds  arinually.     Since  this  time,  there  has  been  a 
consistent  increase  to  a  1948  figure  of  '9  million.  '  During  this  entire  period 
approximatoly  75  percent  came  from  the  United  States:  and  I8  percent  to  20 
porcont  from  Angola,     There  is  no  indication  of  a  change  in  this  im.port 
pattern.    United  States  types  used  are  fluo-curcd,  Burloy,  .and  fire-cured. 

Cigarettes  and  cut  tobacco  (most  of  the  latter  being  consumed  in. the  for 
of  hand-rolled  cigarettes)  account  for  99  percent  of  the  tobacco  products 
manufactured  in  Portugal,     Consumption  of  manufactured  cigarettes  is  gaining 
on  cut- tobacco,  and  this  trend  is  expected  to  continue,  unless.,  halted  by  a 
'•' "■  financial .  rocossion.    Manufactured  cigarettes  fall  into  3,  go^ei"^!  typos.  The 
low-pric.ed  typo  is  made  from  Portuguese  African,  Latin  American,  cigar  loaf. 
United  States  Hurley,  and  firo-curod.     The  Havana  type  is  made  from  imported 
cigar  leaf.     The  American  typo  is  made  from  United  State.s  flue-cured  and 
Burloy.  -  Cut- tobacco  brands  arc  made  from  all  typos  of  leaf  in  stock.  Sinco 
tho  monopoly  has  no  competition,  Govorntnont  officials  show  little  desire  to 
change  thoir  product. 
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Spain 

For  sovoral  years  prior  to  1937*  Spain  produced  botwoon  15  and  17  million 
pounds  of  tobacco  annually.     Political  disturbances  and  poor  crop  years  reduced 
production  temporarily;  but  it  has  risen  since  1940  to  an  estimated  33  million 
pounds  for  1948.    This  is  abcut  $0  percent  of  the  estimated  consumption  for  the 
same  year.    Most  of  the  tobacco  now  produced  in  Spain  is  of  a  semi-dark,  air-curod 
type.^    It  is  estimated  that  about  2  million  pounds  of  fluo-curod,  and  seme  Burley, 
is  also  being  grown. 

•Prior  to  1937*  large  quantities  of  low-priced,  fire-cured  leaf  were  imported 
from  the  United  States.     Since  that  timOj,  political  and  financial  conditions  in 
Spain  have  almost  completely  eliminated  United  States  leaf  from  Spanish  -imports. 
About  80  percent  of  Spanish  imports  now  come  from  Brazil  and  the  Dominican 
Republic.     If  political  and  financial  barriers  can  be  eliminated,  it  is  possible 
that  the  United  States  can  regain  a,  market  for  an  annual  export  of  1^  to  25  millio: 
pounds. 

Spanish  consumption  is  now  about  ^0  percent  in  cut  tobacco,  used  largely  in 
hand-rolled  cigarettes,  and  35  percent  in  manufactul-ed  cigarettes »    Bettor  finan- 
cial conditions  could  quickly  reverse  this  ratio.    Most  of  the  cigarottos  are 
made  from  domestic  leaf  and  imported, dark  air-cured.     There  is  a  growing  prefer- 
ence for  American-type  cigarettes,  but  this  trend  is  retarded  by  lack  of  good 
flue-cured  and  Burley.    A  considerable  quantity  of  fire-cured  is  desired  for  use 
with  domestic  and  imported  air-cured  in  the  manufacture  of  smoking  tobacco« 


Sweden  „■■ 

Sweden's  production  of  tobacco  is  insignificant.    Annual  prewar  imports 
were  about  1^  million  pounds.    Present  consumption  calls  for  annual  imports  of 
18  million  pounds.    Approximately  two-thirds  of  the  prevrar  imports  came  from  the 
United  States.    Since  the  war,  more  than  three-fourths  has  been  United  States 
leaf.    Present  prices  and  the  foreign  exchange  situation  in  Sweden  are  causing 
Africa  and  India  to  be  considered  as  sources  of  supply. 

Nearly  half  of  the  tobacco  products  consumed  in  Sweden  are  cigarettes.  Snuff 
is  the  next  most  popular  tobacco  product,  accounting  for  nearly  one-fourth  of  the 
total.    Cigars,  smoking  tobacco,  and  chewing  tobacco  make  up  the  remainder » 
Before  the,  war,  there  was  a  decided  preference  in  Sweden  for  the  American- type 
cigarette.     The  present  demand  is  for  94.5  percent  of  this  typo,  5  percent 
Oriental,  and  1.5  percent  British.    Swedish  snuff  is  made  principally  from  fire- 
oured,  but  some  heavy  Burley  is  also  used.    Most  of  the  smoking  tobacco  is  of 
the  British -mixture  type  and  contains  largo  percentages  of  flue-cured.  ^ 

The  Swedes  prefer  United  States  loaf  in  most  of  their  tobacco  products  and 
will  probably  continue  to  make  the  majority  of  their  purchases  from  this  source 
insofar  as  price  and  foreign  exchange  will  permit. 
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Switzorland 

For.'Soino  years  before  the  v;ar,  loaf  production  in  Switzerland ,  ranged, 
roughly,  between  2  and  2-3/4  million  pounds  annually.     Since  the  war,  productici 
has  increased  to  a  1948  estimate  of  more  than  6  million*    Most  of  the  leaf 
grown  in  Switzerland  is  from  Italian  seed  and  is  similar  to  the  Italian  dark 
types.     Small  quantities  of  Burley  are  grown,  but  this  type  is  not  too  success* 
ful. 

Prewar  imports  averaged  slightly  over  15  million  pounds  annually.  Roughly 
one-third  of  this  came  from  the  United  States  and  consisted  largely  of  fire- 
cured  types,  although  Maryland,  Burlejr^  and  some  flue-cured  were  used.  Since 
the  war,  imports  have  increased  to  19  million,  and  nearly  ohe-half  of  this 
is  coming  from  the  United  States.    Brazil  is  next  in  importance  with  4  million 
while  Turkey  supplies  1-1/2  million," and  the  Domiiiican  Republic,  1  million 
pounds . 

Cigars  still  represent  a  large  percentage  of  the  tobacco  products  con- 
sumed in  Switzerland,  although  they,  as  well  as  smoking  tobacco,  are  losing 
ground  to  cigarettes,     Swiss  cigars  "are  largely  handmade,  because  of  taxes 
placed  on  the  use  of  cigar-making  machinery.     The  most  popular  brands  seem  to 
be  blends  of  leaf  from  the  Netherlands  East  Indies  and  Latin  America,  and 
United  States  fire-cured.     Shortage  of  East  Indies  leaf  has  caused  an  increase 
in  the  use  of  growths  from  Latin  America,     Larger  percentages  of  Brazilian 
filler  are  now  being  used.    Manufacturers  contend  that,  although  United  States 
fire-cured  is  desired  for  flavor,  an  increase  in  the  percentage  now  being  used 
would  make  a  product  too  strong  for  present  consumer  demand.     The  trend  seems 
to  bo  toward  a  milder  product.     The  demand  for  pipe  tobacco  seems  to  bo  shift- 
ing toward  a  mixture  similar  to  the  English  typo.     The  present  demand  for 
cigarettes  soems  to  be  40  percent  American- type,  2^  percent  British,  10  per- 
cent Oriental,  and  25  percent  of  a  so-called  Maryland  typo  which  now  contains 
a  largo  percentage  of  home-grown  tobacco  and  leaf  imported  from  Latin  America 
and  Africa.     The  American  type  is  gaining  in  favor,  but  Swiss  manufacturers 
are  having  difficulty  in  making  a  product  of  sufficient  quality  to  satisfy 
the  deuandi 


The  United  Kingdom 

The  United  Kingdom  has  traditionally  been  the  largest  single  export 
market  for  United  States  tobacco.     No  tobacco  is  grown  commercially  in  the 
United  Kingdom,    Annual  prewar  imports  averaged  almost  270  million  pounds,  of 
which  roughly  200  million  came  from  the  United  States,    Results  of  the  war 
have  caused  erratic  variations  in  United  Kingdom  imports  since  1939,  from  a 
low  of  141  million  in  1940  to  a  high  of  433  million  in  1946,  Preferential 
duties,  bilateral  trade  agreements,  and  shortage  of  dollar  exchange  are 
playing  an  increasingly  important  roll  in  shifting  United  Kingdom  trade  from 
the  United  States  to  British  colonial  and  other  soft-currency  sources  of 
supply.     Nearly  one-third  of  1948  imports  v;ere  from  sources  other  than  the 
United  States. 
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Cigarettes  account  for  85  percent  and  smoking  mixtures  14  percent  of  the 
total  United  Kingdom  consumption  of  tobacco  products.     The  British"  prefer-a 
cigarette  made  exclusively  of  flue-cured  leaf.     Consumption  of  other  types  is 
relatively  insignificant.    Pipe  mixtures  preferred  in  the  United  Kingdom  are 
also  made  primarily  "of  flue-curod  tobacco.     Export  availabilities  of  flue-cured 
producing  countries  in  soft-currency  areas  are  ijot  now  sufficient  to  supply  the 
quantities  necessary  to  meet  Bri"^ish  rgquiremen-^s .     The  United  States  is  thero- 
foro  assured  of  a  market  for  cer-^ain  quantities  of  this  typo  of  loaf,  in  spite 
of  planned  reductions  in  the  United  Kingdom  consumption  of  tobacco  from  dollar 
areas . 

In  1946,  the  monthly  average  consumption  of  tobacco  products  in  the  United 
Kingdom  roachod  a  high  of  nearly  21  million  pounds,  or  137  percent  above  the 
prewar  lovol.     Since  then,  the  financial  situation  has  forced  a  considerable 
reduction.     It  is  estimated  that  1949  withdrawals  from  bond  will  bo  limited,  to 
reduce  consumption  to  a  monthly  average  of  between  I6  and  I7  million  pounds 
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George  ¥f.  Van  Dyne  Reports  on  the  Situation 
in  Brazil  and  Uruguay  l/ 


B  ra  z  i  1 

Brazil's  production  of  machibe-made  cigarettes  is  now  more  than  double 
preTNar  levels.    Cigarette  production  in  I948  totaled  28,737  million  pieces, 
compared  with  27,444  million  pieces  in  I947  and  an  average  of  13, 620* million 
pieces  annually  during  the  7-year  period,  193>39.    All  cigarettes  manufactured 
in  Brazil  are  consumed  domestically. 

All  Brazilian  cigarette  factories  were  working  overtime --most  of  them 
fourteen  hours  per  day.    Nevertheless,  each  was  rationing  some  of  its  "brands, 
because  production  vas  not  equal  to  demand.    The  long-tern  outlook  appears  very 
favorable  and  manufacturers  are  investing  considerable  capital  for  expansion 
of  facilities. 


The  country's  rapidly  growing  cigarette  manufacturing  industry  is  centered 
chiefly  in  the  cities  of  Sao  Paulo  and  Rio  de  Janeiro;  but  important  mechanically 
operated  factories  are  located  in  the  thriving  inland  towns  of  Santa  Cruz  and 
Belo  Horizonte,  at  important  seaports  stretching  from  Rio  Grande     in  the  extreme 
south,  to  Belem  in  the  far  north,  azid  up  the  Amazon  River  1,000  miles  to  Manaus. 
Cigarette  manufacture,  by  States,  is  shoim  in  the  following  table: 

BR/.ZIL:  Cigarette  manufacture  by  States,  I948,  with  comparisons, 

O^iillions  of  pieces) 


State 


Average 
1933-39 


1945 


1946 


1947 


1948 


Fede 


lerai  District  :  47B7?" 

Sao  Paulo   4,993 

Pernambuco  ,   1,211 

Rio  Grande  do  Sul   834 

Bahia   -745 

Minas  Gerais  :  413 

Others   c^^i 

Total   13. 6:^0' 


6,409 
9,^67 
2,015 

1,448 

988 
624 
586 
'a,  637 


6,633 
10,822 

2,459 
1,945 
1,082 

715 

573 


7,963 
12,205 

2,591 
2,171 
1,137 
705 
672 
27,444 


B,633 
12,703 
2,580 

2,442 

971 

740 

668 


Brazilian  local  government  departments  and  tobacco  trade.' 

1/  Preliminary  report  of  a  study  of  foreign  market  outlets  for  and  competition 
with  United  States  tobacco,  conducted  under  the  provisions  of  the  Research  and 
Marketing  Act, 
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Brazilian  tobacco  manufacturers  credit  the  increased  consumption  of 
machine-made  cigarettes  prim-arily  to  the  increased  purchasing  power  of 
consumers  in  recent  years.    Other  reasons  given  were  that  more  of  the  younger 
generation  were  acquiring  the  cigarette  habit,  and  that  a  constantly  growing 
number  of  smokers  Vifore  shifting  to  machine-made  cigarettes  from  the  "roll- 
your-own"  type. 

Since  World  War  II,  th^^Q  has  been  a  definite  shift  in  preference  from 
the  ,dark  cigar  types  of  Qigaretteg,  and  to  a  lesser  extent  from  "  Virginia" 
type  cigarettes,  to  the  /ime ri can -tyoe  blended  cigarettes.    This  preference 
has  currently  become  moj-e  pronounood.    However,  due  to  a  shortage  of  dollar 
exchange,  imports  of  United  States  leaf  have  been  curtailed.    As  a  result  of 
this  situation,  supplies  of  imported  American  leaf  and  cigarettes  are  running 
short.    Old  established  cigarette  brands,  imported  and  domestic,  vvhich  formerly 
contained  100  percent  United  States  flue-cured  leaf  are  disappearing  from 
the  market o    Local  manufacture  of  this  tyioe  has  ceased,  because  the  manu- 
facturers did  not  want  to  cheapen  the  brand  names  by  reducing  "'."he  quality 
of  the  blends.    Domestic  brands  vAiich  contained  a  large  percentage  of  United 
States  flue -cured  and  Burley  leaf  mixed  with  small  quantities  of  Turkish- 
type  leaf  are  also  being  forced  from  the  ma.rket. 

Many  new  domestic  brands,  principally  in  American  style  20 *s  cup  paper 
•packets,  are  being  mrketed  in  j.imer  lean -type  cartons.    Some  of  the  blends 
have  been  especially  treated  in  an  endeavor  to  obtain  the  straight  "Virginia" 
or  /jnerican-type  blended  .cigarette  look,  taste,  and  aroma, 

Experiiaents  in  gromng  flue-cui»ed  and  Burley  tobacco  have  been  underway 
in  the  States  of  Rio  Grande  do  Sul  and  Santa  CaH^arina  for  a  number  of  years, 
but  results  have  been  disappointing »    However,  considerable  success  has  been 
■  achieved  in  crossing  native  leaf  with  Paraguayan,  and  American  flue-cured  leaf 
with  Nam  Hung  type  Chinese-.  '  The  leaf  obtained  from  seed  produced  from  these 
crosses  resembles  some  of  the  United  States  Burley  and  flue-cured  leaf  in 
appearance,  but  not  in  taste  and  aroma.    However,  these  tobaccos  are  being 
substituted  for  American  leaf  and  production  is  on  the  ipcrease. 

According  to  trade  sources,  production  of  flue-cured  leaf  in  the  State 
of  Rio  Grande  do  Sul  totaled  43,4  million  pounds  in  1947-48,  compared  with. 
36»2  million  pounds  in  1946-47  and  an  annual  average  of  llo7  million  pounds 
during  the  ^-year  period  1932-33  to  .  1936-37*    Commerci.al  production  of 
f^ue -cured  tobacco  in  Santa  Catarina  began  with  the  194^-46  crop  vjhcn  3^7*000 
pounds  v.'ere  produced.     This  was  followed  with  1«0  million  pounds  in  1946-47 
and  1,5  million  pounds  in'  1947-48. 

Uruguay  - 

Montevideo  is- the  center  of  Uruguay's  tobacco  manufacturing  industry. 
In  this  city  thero  are  13  cigarette  factories,  ^  of  which  are  mechanically 
equipped.     Five  companies  have  about  95  percent  of  the  mchino-made  cigarette 
business  and  the  bulk  ot  the  cut  -tobacco  trade.   -These  companies  furnish 
tobacco  seed  and  technical  assistance,  to  growers,  •  and.  also  control  the 

"Cooperatina  Tabacalera  Uruguaya  S.  A,"  vjhich'  is-  a  tobacco  products  distri- 
buting organization  with  the  entire  country'  a's  -its  L-arket.    The  5  "big  cigarette 

.manufacturers  appear  to -have  a  tobacco  set-up  "which  .function's  efficiently 
and  works  closely  with'  the  government,   


Urugun.y's  tobaoco  users  r\re  niinly  snokors  of  "roll-your-ovm"  cigarettes. 
The  trade  ostlmatos  that,  although  this  business  is  yielding  to  machine -made 
Cigarettes,  tobacco  for  about  2  billion  "roll-your-own"  cigarettes  will  bo 
used  during  19^9»    Consumer's  prefer  dark  cigarettes,  made  fron  a  mixture 
of  tv.'ist  (cucrda),  ir.iported  from  Brazil  and  Paraguay,  and  native  leaf, 
Ho\vevcr,  during  recent  years,  there  has  been  an  increased  consumer  demand 
for  straight  flue-cured  and  blends  of  itmerican  tobacco,  but  90  percent  of 
Uruguay's  consujTiption  in  cigarettes  is  still  dark  types  of  loaf. 

According  to  reliable  trade  sources,  sales  of  danestic  machine-made 
cigarettes  trebled  nrewar  levels  to  reach  48.6  million  packets  during  1947* 
and  were  even  greater  in  1948.    The  loading  cigarette  manufacturers  believe 
ttet  they  can  convert  the  majority  of  the  "roll-your-ovm"  smokers  to  consumers 
of  machine-made  cigarettes.    Trade  sources  also  reported  that  cigar  sales 
had  declined  from  a  prewar  average  of  12  million  to  about  8,6  million  pieces 
during  194?;  that  snuff  sales  had  declined  to  a  rate  of  approximately 
2,612  pounds  per  year,  and  that  there  is  no  manufacture  or  sale  of  chewing 
tobacco  in  the  'country, 

Uruguay's  loaf  tobacco  is  grown  chiefly  in  the  floodlands  of  the  Santa 
Lucia  River,    For  many  years  the  center  of  production  has  been  in  tho 
Department  cf  Canlores,  ■wdiere  about  8?  percent  of  the  crop  ie  produced. 
Practically  all  of  the  remainder  is  grown  on  the  same  side  of  the  river  in 
the  Departments  of  Florida  and  San  Jose,     The  major  portion  is  dark  cigar- 
tyge  leaf,  said  to  have  originated  in  Brazil  and  Paraguay.     Trial  plantings 
of  flue-cured  have  been  made,  but  so  far  this  type  has  not  been  successfully 
groran. 

Tobacco -growing  in  Uruguay  is  a  family  job.     Tobacco  farms  have 
increased  from  about  $^0  in  prernr  years  to  approximately  JOO  at  the  present 
time.    Area  under  cultivation  during  this  period  has  been  increased  from 
about  1,480  acres  to  about  1,975  "S-cres, 

During  1946-47,  leaf  production  totaled  approximately  2  million  pounds, 
compared  with  an  annual  average  of  about  1,3  million  pounds  during  the 
5-year  period,  1937~4l,     The  trade  states  that  plans  are  for  a  crop  of  about 
2,2  m.illion  oounds  in  1948-49,  and  that  a  further  increase  is  contemplated 
during  the  next  few  years. 

Imports  of  leaf  tobacco  were  approximately  4,1  million  pounds  in  1947, 
commred  Mth  8,1  m.illion  pounds  in  1946  and  an  annual  average  cf  5*3  million 
pounds  during  the  5~year  period,  1937 -4lo    Most  of  this  tobacco  came  from 
Brazil  and  Paraguay,  although  small  lots  v/ere  received  from  the  United  States 
and  Cuba, 

Imports  of  leaf  tobacco  from  the  United  States  totaled  741,000  pounds 
in  1946-47,  compared  with  640,000  pounds  in  194^-46  and  an  average  of  about 
230,000  pounds  in  pre\wn.r  years.    Flue-cured  leaf  has  comprised  most  of  the 
imports  from  the  United  States  in  recent  years.    The  remaining  imports  have 
been  fire-cured  and  Burley  leaf.    Im.ports  of  flue-cured  and  Burley  leaf  are 
expected  to  continue  as  these  types  are  used  in  American-type  blended 
cigarettes,  the  demnnd  for  V'/hich  is  gromng.    Flue-curod  is  also  used  in 
Virgin ia-t^-pe  cigarettes  and  smoking  mixtures. 
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Cigarettes  make  yp  the  bulk  of  Uruguay's  inports  of  nr.nufactured 
tobacco  products,  aijd.  about  85  percent  of  the  imported  cigaj^-ottes  are  i\iaerican, 
-The  remainder  are  principally  standard  English,  straight  Viginia  brands « 
Cigars  come  chiefly  from  Brazil,  Argentina,  and  Parag^uay,  although  sm.all  lots, 
for  the  luxury  trade,  are  received  in  steadily  declining  quantities  from  Cuba 
and  the  United  States, 
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March  23,  19U9 


WORLD  FLUE-CURED  TOBACCO  PRODUCTION  DECLINES 


1/Yorld  production  of  flue-cured  tobacco  for  the  year  beginning 
fuly  1,  I9U8  is  estimated  at  1,80^  million  pounds,  which  is  a  decline  of 
!?  million  pounds  or  about  h  percent  from  the  record  production  of  1,382  mil- 
lion pounds  in  19li7-Ii8.    It  is  also  slightly  smaller  than  the  large  19li6-Ii7 
crop  of  1,832  million  pounds,  but  it  is  ii6  percent  above  the  1935-3^  through 
1939-UO  annual  average  of  1,238  million  pounds. 


Increased  world  demand  for  flue-cured  leaf  has  encoiiraged  larger  plantings 
in  most  producing  countries,    Since  the  war  there  has  been  a  decided  shift  in 
consumer  demand  from  dark  and  cigar  tobaccos  to  flue-cured  and  certain  other 
light  types  used  principally  in  cigarettes.    The  world  effective  demand  for  flue- 
cured  tobacco  and  especially  United  States  flue-cured  would  be  considerably 
greater  if  it  were  not  for  the  general  shortage  of  dollar  exchange,  and  trade 
restrictions  by  the  principal  tobacco  importing  countries, 

"United  States.    The  19ii8  flue-cured  crop  was  I8  percent  below  the  19U7 
outturn,  a'ccording  to  the  latest  official  estimate.    A  production  of  l,08l  mil- 
lion pounds  was  obtained  from  882,800  acres.    The  19hQ  yield  of  1,225  pounds 
per  acre  was  the  highest  on  record  and  is  attributed  to  hes^vy  applications  of 
fertili2;er,  close  planting  and  generally  favorable  growing  conditions.    The  19U8 
production  was  25  percent  above  the  prewar  (1935-39)  average.    The  crop  was 
60  percent  of  the  world  total  flue-cured  production,  compared  with  the  prewar 
(1935-39)  average  of  70  percent. 

Flue-cured  acreage  alloianents  in,19U8  were  reduced  by  approximately 
27  percent,  because  of  the  lonfavorable  outlook  for  exports,  particularly  to  the 
United  Kingdom  which  is  the  largest  importer  of  United  States  flue-cured  leaf, 
iJnited  Kingdom  purchases  of  19hQ  crop  flue-cured  leaf  totaled  only  about 
pO  million  pounds  compared  with  normal  purchases  of  approximately  200  million 
pounds . 

I 

Canada »    Flue-cured  production  in  Canada  in  19hQ  totaled  about  100  mil- 
lion pounds  from  90,87ii  acres,  as  compared  with  87  million  pounds  fran  103, 69h 
acres  in  191^7.    The  19ii8  crop  was  l5  percent  greater  than  in  19U7,  but  I6  per- 
cent below  the  record  19U6  crop  of  119  million  pounds.    The  increase  over  19U7 
was  a  result  of  more  favorable  v;eather  during  the  growing  season  than  was  the 
case  in  19ii7.    During  the  5  years,  1935-39,  production  of  flue-cured  leaf  in 
Canada  averaged  55  million  pounds  annually. 


/ 
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Brazil.    The  19U8-ii9  fluc-cured  crop  is  estimated  at  about  hi  million 
pounds  from  38,103  acres,  compared  ?;ii±i  about  Itl  million  pounds  from  3U,3U7 
acres  in  19kl-hQ'    Heavy  demands  from  domestic  manufacturers  leaves  little  or 
no  fluc-cured  tobacco  available  for  export.    In  recent  years,  flue-cured  plant- 
ings in  Brazil,  chiefly  in  the  States  of  Rio  Grande  do  Sul  and  Santa  Catarina, 
have  increased  sharply. 

Chin,a ,    The  19U8  flue-cured  crop  is  estimated  at  about  270  million  pounds 
from  3bO,000  acres,  compared  with  ll;3  million  pounds  from  21li,000  acres  in  19hl» 
The  19i;8  crop  was  the  largest,  ever  produced  in  China;  it  was  almost  double 
that  of  19U7  and  exceeds  the  1935-39  annual  -average  by  about  120  million  pounds. 
Flue-cured  tobacco  is  produced  in  the  Provinces  of  Honan,  Shantung,  Anhwei, 
Yunnan,  Kweichow  and  Szechuan.    It  is  reported  that  much  of  the  19hQ  crop  will 
not  reach  manufacturing  centers  because  of  disruptions  in  the  transportation 
system.    It  is  also  understood  that  a  substantial  part  of  the  crop  was  air-cured 
rather  than  flue-cured.    As  a  result  of  these  factors,  China  will  probable  need 
to  make  substantial  imports  of  flue-cured  leaf  this  year  if  cigarette  produc- 
tion is  maintained. 

Other  Far  Eastern  Countries.    Total  production  of  flue-cured  tobacco  in 
Manchuria,  Taiwan  (Formosa),  Korea,  Japan,  Thailand  (Siam)  and  India  is 
estimated  at  l67  million  pounds.    According  to  preliminary  repoirbs  Korea's  19^8 
crop  totaled  19  million  pounds,  compared  with  12,8  million  pounds  in  19U7  and 
an  annual  average  of  11,8  million  poiinds  in  the  193^''39'  period.    Taiwan's  19U8 
crop  is  placed  at  8  million  pounds,  compared  with  6.8  million  poimds  in  19U7 
and  an  annual  average  of  -3,2  million  pounds  in  the  1935-39  period.    For  -fehe 
other  Asiatic  countries  production  in  19i48-U9  is  estimated  to  be  some^^^at 
greater  than  in  19U7-U8  and  considerably  above  the  5-year  average;  however, 
definite  information  on  production  in  these  countries  is  not  available. 

"other  Countries.    The  Union  of  South  Africa's  flue-cured  production  is 
estimated  at  20  million  pounds,  or  a  decrease  of  19  percent. from  19hl-hQ» 
Southern  Rhodesia  hoped  to  produce  about  90  million  pounds  of  flue-cured  tobacco 
this  year,  but  due  to  unfavorable  weather  and' a  shortage  of  labor  it  is  now 
anticipated  that  total  production  will  be  substantially  below  this  figure, 
Argentina's  19i;8-l4.9  crop  is  placed  at  6,5  million  pounds,  or  slightly  smaller 
than  in  19li7-U8.    Italy  produced  about  iU.l  million  pounds  in  19U3,  or  about 
18  percent  more  than  in  19ii7.    Other  countries  producing  some  flue-cured 
tobacco  include  ii'^exico,  Nyasaland,  Northern  Rhodesia,  British  East  Africa, 
Venezuela,  El  Salvador,  Nicaragua,  Spain,  Mauritius,  Australia,  and  New  Zealand. 
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FOREIGN  IiIARKET  NOTES— TOBACCO 

George  Wo  Van  Dyne  Reports  on  the 
Situation  in  Paraguay  and  Haiti ^ 

Paraguay 

Leaf  tobacco  was  found'by  the  Spanish  in  Paraguay  early  in  the  eighteenth 
century.     It  was  known  to  the  Indians  as  "Pety"  and  was  probably  Nicotiana 
tabacum — a  species  indigenous  to  the  country.    All  of  the  tobaccos  now  grown 
are  varieties  of  Nicotiana  tabacum;  and  dark,  air-cured  types  predominate. 
Small  quantities  of  a  leaf,  resembling  somewhat  our  One  Sucker  varieties, 
are  grown.    Much  of  the  native  Paraguayan  tobacco  has  been  crossed  with  foreign 
types,  principally  from  Brazil  and  'Cuba,    Bahia  types-  from  Brazil  have  done 
well,  and  this  cigar  leaf  is  now  replacing  imported  Bahia  leaf.  Promising, 
but  very  small,  trial  plantings  -of  tobacco  originating  from  Kentucky,  dark-fire 
seed  have  been  made.     Experiments  with  flue-cured  types  have  resulted  in  failur 
because  of  insect  damage.    Present  plans  are.  to  continue  experiments  with. 
foreign  types  and  to  improve  cultural  practices  generally.    Government  agricul- 
tural agencies  and  cigarette  manufacturers  are  now  working  closely  with  the" 
growers.    Also,  the  Bank  of  Paraguay  guarantees  minimum  prices  to  the  growers, 
fixes  prices  for  export,  and  assists  with  the  sale  of  export  leaf.  '  ' 

Paraguay  is  bordered  by  the  Rio  Parana  on  the  south  and  the  Rio  Paraguay 
on  th,e  easts     Tobacco  is  grown  mainly  in  the  southeastern  part  of  this  land- 
locked country,  in  the  districts  of  Caraguatay,  Yhu,  Paraguari,  Quiindy,  and 
Caazapa.     Production  during  the  ^-  years,  1935-3^  through  1939-40,  averaged 
about  17,792,000  pounds  and  approximately  14,771,000  pounds  from  1940-41  throug 
1944-45.     I!uring  the  I946-47  and  1^47-48  seasons,  bumper  crops  of  28,20^,000 
and  25*692,000  pounds,  respectively,  were  reported.     The  trade  estimates  that 
the  1948-49  crop  will  be  around  25,000,000  pounds,  with  a  decrease  in  the 
proportion  of  export,  types;  and  it  is  believed  that  productipn  could  be  doubled 
within  10  years,  provided  that  growing  conditions  and  prices  were  favorable. 

The  tobacco-manufacturing  industry  in  Paraguay  is  centered  in  Asuncion, 
where  there  are  3  privately  owned,  mechanically,  equipped,  tobacco  factories. 
Two  other  establishments  in  that  city  pr-oduce  practically  of  all  Paraguay's 
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high-grade^  hand-made  cigars.     Cheap  cigars  are  made  in  thousands  of  homes,  mainly 
in  the  interior.    Very  large  quantities  of  tvast  for  chewing  and  pipe-smoking  are 
also  made  up-country.    Production  by  machines  is  confined  mainly  to  cigarettes  and 
common  cigars,  but  small  quantities  of  cut  tobacco  for  pipe-smoking  and  roll-your- 
own  cigarettes  are  also  produced  mechanically. 

There ^ is  a  definite  shift  in  consumer  demand  from  cigarettes  made  entirely 
from  dark,  air-cured,  cigar- type  leaf  to  the  blended  cigarettes,  some  of  which 
contain  United  States  flue-cured  and  Burley,  mixed  with  a  small  quantity  of 
Oriental  tobacco.     Others  contain  a  blend  of  these  imported  tobaccos  mixed  with 
domestic  tobacco.     There  are  also  straight  domestic  blends.     Several  brands  of 
blended  cigarettes  put  up  in  attractive  American-style  20 's  cup  packets  are  meeting 
with  great  success. 

The  consumption  of  machine-made  cigarettes  has  increased  steadily  since  a 
few  years  prior  to  tho  war,  when  the  annual  average  v/as  about  l6o  million  pieces. 
Cigarette  manufacturers  estimate  that,  during  1949,  475  n^iHion  cigarettes  will  be 
produced— almost  three  times  the  prewar  level.    Most  of  the  increased  volume  of  " 
business  has  been  gained  at  the  expense  of  the  roll-your-ovm  cigarettes  and  cigars. 
During  tho  v^ar,  the  sale  of  cigars  averaged  about  11,600,00C  pieces  per  year. 
Current  official  figures  are  not  available,  but  cigar  manufacturers  believe  that 
this  trade  has  decreased  by  ^0  percent  during  recent  years.    Further,  they  expect 
this  downward  trend  to  continue  on  a'cCount  of  the  consumer  preference  for  machine- 
made  cigarettes. 

Imports  of  leaf  tobacco  into  Paraguay  are  small,  currently  averaging  about 
30,000  pounds  of  leaf  and  approximately  11^,000  pounds  of  scrap  and  stems  p^r 
year,  practically  all  of  which  come  from 'Brazil.     The  imports  of  tobacco  products 
are  largely  confined  to  cigarettes,  practically  all  of  which  come  from  the 
United  States.     The  5-year,  1935-39,  average  imports  of  cigarettes  totaled  about 
900,000  pieces.     During  the  1941-45  period,  there  was  an  increase  to  an  average 
of  approximately  1,200,000  cigarettes.     Imports  for  1946  and  194?  trebled  to  about 
3,825,060  and  3,593,651  pieces,  respectively.    Figures  for  1948  are  not  available, 
but  a  large  decrease  is  expected  on  account  of  the  shortage  of  dollar  exchange. 

Paraguay's  tobacco  exports  consist  mainly  of  leaf  tobacco,  the  bulk  of  which 
is  normally  shipped  to  Argentina  and  Uruguay  or,  through  these  countries,  in 
transit  to  Europe.     From  1942  through  1946,  exports  averaged  about  10,200,000 
pounds;  v/hereas'""  in  the  prewar  period,  19'35-39,  they  approximated  7,800,000  pounds 
annually.     Ecports  during  1947  dropped  to  approximately  7,330,000  pounds.  Scrap 
and  tvrist  exports,  included  in  these  figures,  averaged  about  210,000  and  375*000 
pounds,  respectively,  during  the  1942-46  period.    Exports  of  scrap  and  twist, 
during  1947,  were  271,000  and    44,440  pounds,  respectively.     Figures  for  1948 
are  not  available;  but,  due  to  the  exchange  shortage  in  Europe  and  blocked 
shipments  to  Argentina,  exports  are  expected  to  show  a  further  decline. 

Exporters  are  much  concerned  about  the  heavy  carry-over  of  tobacco  stocks. 
The  1946-47  crop  has  been  sold,  but  the  trade  stated  that  export  stocks  from 
the  1947-48  crop  totaled  about  11,000,000  pounds  on  January  1,  1949.    Another  large 
crop  v.T.s  3n  prospect  for  l^rvcst  early  in  1949  and  further  stock  accumulations 
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are  antiolpatod.     Prices  (United  States  equivalents)  for  unclassified  export 
types  were  cut  during  1948  and  averaged  8.62  cents  per  pound,  vath  a  high  of 
10.43  cents  and  a  lov/  of  7.26  cent's.    The  194?  average  was  equivalent  to 
11,79  cents  (United  States),  with  a  high  of  12.70  cents  and  a  low  of  10,89 
cents. 


Haiti 

The  tobacco  industry  of  Haiti  is  controlled  by  a  Government  Monopoly,  the 
Republique  D'Haiti  Re.eio  Du  Tabac  which  is  located  at  Port-au-Prince.  Haiti's 
only  mechanized  tobacco  factory  is  also  located  in  that  citye 

Tobacco  manufacture  is  confined  to  the  production  of  cigarettes,  of  whic}> 
there  are  three  brands.     The  largest  seller  is  marketed  in  an  attractive 
American-style,  20»'s  cu=p  packet,  and  the  cigarettes  contain  a  blend  of 
United  States,  flue-cured  and  Burley  leaf,  mixed  with  a  small  quantity  of 
Oriental  tobacco.    The  second  brand  contains  a  blend  of  80-percent,  imported 
leaf,  mixed  with  2C-'percent,  domestic  leaf j  and  the  third  contains  a  ^O-^O 
blend  of  imported  and  domestic  leaf.     The  brand  containing  100-percont, 
imported  leaf  sells  at  the  equivalent  of  18  United  States  cents,  as  compared 
T.\lth  27  to  30  United  States  cents  for  popular  brands  of  imported  United  States 
cigarettes. 

Consumers  have  shovm  a  decided  preference  for  milder,  brighter  tooaccos. 
Haiti's  native  loaf  is  dark  and  strong.    Sales  of  domestic,  blended,  machine- 
made  cigarettes  during  the  5  years,  1942-46,  averaged  about  109,666,000 
pieces  annually,  as  compared  with  approximately  ^2,069, 000  per  year  for  the 
1936-40  poriodc     Sales,  during  1947  and  1948,  amounted  to  about  144,146,000 
and  123,308, COO  pieces,  respectively.     The  manufacturer  plans  to  produce 
l6o,OOOjOOO  cigarettes  during  1949,  which  v/ould  more  than  treble  prev/ar  levels. 
The  outlook  for  a  continued  increase  in  the  consumption  of  blended  cigarettes 
is  favorable,  boc:.\use  the  consumer  s^vitoh  from  the  smoking  of  native-grown 
leaf  in  pipes  and  from  the  use  of  little  cigars  is  expected  to  gain  momentum.  ■ 

Six  of  Haiti's  most  important  cigar-making  establishments  are  located  in 
Port-au-Prince,     No  domestic  cigars  are  machine-made.     Crude  cigars  are  mde 
in  homos.     The  cheapest  cigars  sell  at  1  United  States  cent  each,    and  the 
Deluxe  arc  marketed  at  from  10  to  1^  United  States  cents  each.     During  the 
period  just  preceding  the  war,  the  commercial  output  of  cigars,  according  to 
the  trade,  averaged  about  800,000  pieces  per  year,  as  compared  with  approxi- 
mately 700,000,  annually,  during  the  ^  years,  1942-46,  and  about  ^00^,000 
pieces  currently.     The  consensus  of  opinion  in  local  circles  is  that  this 
downward  trend  vdll  continue. 

As  in  the  Dominican  Republic,  leaf  tobacco  v/as  grovm  in  Haiti  before  the 
discovery  of  the  lestern  Hemisphere  by  Columbus,     It  has  since  been  crossed 
with  Cuban,  Puerto  Rican,  Dominican,  and  other  foreign  types,  including 
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United  States  flue-cured  and  dark,  air-cured  varieties.     Dark,  air-cured,  cigar 
types  prsdoininate;  but  increasing  quantities  of  brownish  air-cured  leaf  are  now 
being  produced,  mainly  for  cigarette  purposes.    Haiti's  leaf  tobacco  is  grown  on 
thousands  of  small  individually  owned  farms,  practically  all  of  which  cover  less 
than  an  acre  and  are  scattered  all  over  the  country.    The  principal  producing 
areas  are  in  the  Department  du  Nord  Ouest  and  in  de  Nord,    About  7^  percent  of 
the  production  in  recent  years  has  come  from  these  districts.     The  Department  of 
Agriculture  maintains  three  ■|:gba.ccg-leaf  experiment  stations  in  tobacco- growing 
areas  and  one  at  Port-au-Prince.     It  cooperates  with  the  ^pgiq  in  supplying  seeds, 
plants,  and  tachnical  assistance  to  the  growers.    At  present,  new  experiments 
with  foreign  seeds  are  planned,  and  a  program  for  improving  the  crop  standard 
in  general  is  proposedo 

Leaf  production  statistics  are  not  available  in  Haiti  but  the  Managing 
Director  of  the  Regie  Du  Tabac  estimated  the  1947-48  crop  at  about  6,6oO,000 
pounds,  and  forecasts  the  1948-49  crop  at  approximately  8,800,000  pounds. 

-  EUD  - 
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FOREIGN  MRKET  NOTES— TOBACCO 


George  Y\i«  Van  Dyne  Reports  on  the  Situation  in 
the  Dominican  Republic  and  Cubal 


Dominican  Republic 

Leaf  tobacco  grown  in  the  Dominican  Republic  is  of  the  species  Nicotiana 
tabacum;  and  dark,  air-cured,  ci^ar  varietiea  are  grovm  on  thousands  of  small 
farms  scattered  throughout  the  country.     There  are  two  major  groups,  one  known 
as  "Olor"    and  the  other  as  "Criollo."    The  first  includes  the  choicest  varieties 
and  is  used  in  the  manufacture  of  better  class  cigars  and  cigarettes.  "Criollo" 
is  mainly  used  in  making  cheaper  cigarettes  and  pressed  or  plug  tobacco.  The 
plug  tobacco  is  called  "Andullos"  and  is  utilized  principally  for  pipe  smoking 
and  chewing,  although  some  is  used  in  roll-your-own  cigarettes. 

Santiago,  the  capital  of  the  province  bearing  that  name,  is  the  center  of 
the  country's  tobacco  activities.     Over  half  of  the  laaf -tobacco  packing  plants 
and  tobacco  storage  i«/arehouses  are  located  there.    All  of  the  Republic's  domestic 
machine-made  cigarettes  and  over  60  percent  of  its  cigars  are  made  in  Santiago. 
Further,  Santiago  is  located  in  the  center  of  the  Cibao  valley  where  the  bulk 
of  the  country's  leaf  tobacco  is  produced. 

The  Dominican  Department  of  Agriculture,  tho  Chamber  of  Commerce,  and 
members  of  the  tobacco  trade  are  cooperating  with  the  growers  in  an  endeavor  to 
improve  the  methods  of  producing  and  handling  leaf  tobacco  and  to  increase  the 
quantity  produced. 

.   The  latest  Government  prediction  for  the  1948-49  crop  is  that  production 
may  reach  the  record  established  during  tne  194^-46  season  when  about  7C, COO, 000 
pounds  were  harvested.     This  v.-as  approxims. tely  2^0  percent  above  the  ^-year, 
1935-39,  average.     It  is  estimated  that  a  crop  of  about  100,000,000  pounds  of 
leaf  tobacco  could  be  produced  xvithin  five  years,  provided  price  and  weather 
factors  were  favorable.     The  stock  position  is  now  normal;^  but  supplies  in  excess 
of  market  demands  may  result  from  tho  indicated  large  1948-49  crop,  I/larketings 
during  recent  months  have  boon  curtailed  as  a  result  of  limited  exports  due  to 
a  shortage  of  foreign  exchange.    Prices  have  boon  uncertain,  and  many  observers 
anticipate  a  decline  in  price. 


Preliminary  report  of  a  study  of  foreign  market  outlets  and  competition 
with  United  States  tobacco,  conducted  under  the  provisions  of  the  Research  and 
Marketing  Act. 
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About  7^  percent  of  the  Dominican  Republic's  tobacco  is  exported,  and 
the  remainder  is  used  locally  in  the  manufacture  of  machine-made  cigarettes  and 
in  cigars  and  pressed  tobacco. 

There  are  tv;o  types  of  domestic  cigarettes — the  blended  type,  which  contains 
United  States  fluQ-cured  and  Burley  mixed  with  a  small  quantity  of  Oriental 
tobacco,  and  the  dark  cigar  types  made  entirely  from  domestic  leaf.     One  brand 
of  each  typo  is  put  up  in  American-style  20's-cup  packets.     The  United  States, 
blended  typo  cigarettes  sell  at  35  to  40  United  States  cents  a  pack,  as 
compared  with  6o  to  7^  United  States  cents  for  popular,  imported  United  States 
brands.    Tho  domestic  manufacture  of  7^0,000,000  cigarettes  is  planned  for 
1949,  as  compared  with  an  output  of  about  700^,000,000  in  1948.     The  prewar 
average  was  approximately  2^0,000,000  cigarettes  per  year, 

Tho  Republic's  cigar  industry  is  only  partially  mechanized.    Standard  size 
cigars  of  very  good  quality  are  made  principally  by  four  firms,  but  common 
cigars  are  produced  in  hundreds  of  homos.    According  to  the  trade,  the  current 
commercial  output  of  cigars  is  about  34,000,000  pieces  per  year,  compared  with  : 
approximately  32,000,000  annually  during  the  ^-yoar,  1942-46,  period.  The 
prewar  average  was  about  26,000,000  pieces  annually.     The  outlook  for  this 
industry  is  favorable,  provided  that  tho  purchasing  pov/or  of  consumers  is 
maintained.    Tho  "five-centers"-  are  the  largest  sellers.,  but  a  good  volume  of 
business  is  done  in  tho  lO-to-l^  (United  States)  conts-per-pieco  price  cate- 
gories. 

Pressed  or  plug  tobacco  is  tax  free.     This  product  is  consumed  by  tho 
lower  income  section  of  the  population.     Current  consuraption  is  estimated  at 
about  the  prewar  level  of  approximately  2,000,000  pounds  per  year.     It  compares 
with  about  3*200,000  pounds  consumed  annually  for  the  ^  years j,  1942-47*  Tho 
decrease  within  the  past  frvvo  years  is  due  to  tho  preference  among  smokers  for 
machine-made  cigarettes,  virhich  are  expected  to  become  even  more  popular. 

During  1948,  exports  of  leaf,  principally  to  Europe  and  North  Africa, 
totaled  about  30,^00,000  pounds,  as  compared  with  appro:;timately  33,000,000 
pounds  in  1947  and  13,660,000  pounds  annually  for  the  prev/ar,  193^-39,  period. 

Exports  of  cigars  during  1948  were  about  20,000  pieces,  as  compared  v/ith 
19j000  pieces  for  1947  and  an  average  of  146,300  pieces  for  the  1941-45  period. 
The  bulk  of  cigar  exports  wont  to  tho  Netherlands  West  Indies  and  the 
United  States. 

Exports  of  domestic  cigarettes  during  I948  were  about  8,^00,000  pieces, 
as  compared  with  approximately  7,^00,000  pieces  in  1947  and  an  average' of 
18,121,000  pieces  for  the  1941-45  period.      The  Netherlands  and  French  West 
Indies  are  the  largest  markets  for  cigarette  exports*     The  Republic,  a-t 
present,  has  no  other  important  exports  of  tobacco  products.     The  immediate 
outlook  for  the  export  business  is  net  favorable  because  of  the  foreign 
exchange  situation,  .  ■ 
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Imports  of  tobacco  and  tobacco  products,  which  come  almost  exclusively 
from  tho  United  States,  are  comprised  mainly  of .  cigarettes  and  spcci.ally 
prepared,  cut-and-blGnded,  cigarette  tobac<3b«    However,  small  quantities  of 
cigars  for  tho  luxury  trade  aro  shipped  from  tho  United  States  and  Cuba. 

Imports  of  cigarettes  during  1948  totaled  about  7,^00,000  pieces, 
compared  vdth  about  7^000,000  in  1947  cind  a  prewar  average  of  ^60,000 
pieces.    United  States  blendod-type  cigarettes  aro  definitely  preferred j 
and,  provided  the  purchasing  power  of  the  consumer  is  maintained,  tho 
trade  should  continue  to  increase.  ^  ' 

Imports  of  cutj  blended  cigarotto  tobacco  for  domestic-made  cigarottos 
should  also  increase  on  account  of  the  price  advantage  over  imported 
cigarettes  and  because  the  trend  is  away  from  dark  cigar-type  cigarettes 
to  the  blended  type.     During  1948,-,  imports  of  cut,  blended  cigarette  .tobacco 
totaled  about  200,000  pounds,  as  compared  with  approximately  l6o,000  pounds 
in  1947  and  a  prewar  average  of  25^000  pounds. 

Imports  of  chewing,  smoking,  and  other  tobacco  products  are  insignifi- 
cant. 


Cuba  •  ■■  . 

Immediate  prospects  for  increased  consiamption  of  Cuban  manufactured 
tobacco  products  and  the  exportation  of  its  leaf  are  favorable.  The 
long-term  outlook,  however,  depends  on  the  dollar  exchange  situation  and 
economic  conditions  in  the  country.     The  latest  trade,  forecast  for  Cuba's 
production  of  leaf  tobacco  for  the  1948-49  crop  is  approximately  60^00.0,000 
pounds.     If  this  prediction  materia lizes^  the  quantity  harvested  would  be 
about  the  same  as  laet' season's,  which,  was  about  18  percent  abp"^©  the 
prewar  levelc     It  is  reported  that  the  carry-over  of  leaf  stocks    is  normal 
and  that    it    mil  be  purchased  rapidly.     Little  change  in  price  is  anti- 
.cipated,  with  the  exception  of  higher  prices  for  lower  grades  used  princi- 
pally in  the  manufacture  of  domestic  cigarettes. 

During  1948,  approximately  429*000,000  cigars  were  produced.  This 
was  an  increase  of  about  1^0  percent  over  prewar  figures  and  10  percent 
above  1947. 

During  1948,  the  output  of  domestic  cigarettes  was  about  7*^73*000,000 
pieces.     This  was  an  increase  of  nearly  60  percent  over  prewar  levels  and 
approximately  ^  percent  above  1947« 

The  manufacture  of  pipe  tobacco  during  1948  was  about  140,000  pounds, 
as  compared  v/ith  127*000  pounds  in  1947  ^nd  an  annual  average  of  132,000 
pounds  for  the  5  years,  193^40,    Production  of  chewing  tobacco,  snuff, 
and  other  tobacco  products  is  insignificant. 


Cuba's  exports  of  leaf  tobacco  during  I948  totaled  about  32,322,000 
pounds,  compared  with  3l,66l,000  pounds  in  194?  and  a  prewar  average  of 
30,2^3*000  pounds.    Spain,  the  United  States,  and  Canada  are  the  principle 
importers. 

Exports  of  cigars  during  1948  totaled  about  ^4, 000, 000  pieces.     This  was 
an  increase  of  approximately  80  percent  over  the  prewar  average  and  37  percent 
above  that  of  1947»    The  principal  markets  are  the  United  States  and  Spain. 

Exports  of  cigarettes  during  1948  were  about  24,000,000  pieces,  as  compared 
with  approximately  28,000,000  pieces  in  194?  and  a  prewar  average  of  26^000,000 
pieces.     Panama  and  Peru  are  the  largest  importers. 

Exports  of  scrap  tobacco  during  1948  were  reported  to  be  about  5j»C00,000 
pounds,  compared  with  4,013^000  in  194?  and  a  prewar  annual  average  of  approxi- 
mately 3j000,000  pounds.    The  bulk  of  this  scrap  was  imported  by  the  United 
States.    Cuba  exports  small  quantities  of  pipe  tobacco  but  no  snuff  or  other 
tobacco  products. 

Cubans  reported  imports  of  cigarettes  during  1948,  which  were  almost 
exclusively  from  the  United  States,  totaled  about  312,000,000  pieces.  This 
was  an  increase  of  4^7  percent  over  the  prewar  average  and  approximately 
14  percent  above  1947»    The  increase  not  only  reflects  the  continued  popularity 
of  United  States  brands,  but  it  indicates  the  preference  of  many  new  consumers 
for  brighter,  milder  cigarettes.     The  consensus  of  opinion  is  that  the  demand 
for  United  States  blended  cigarettes  will  continue.    However,  promotional 
emphasis  on  domestic  brands  has  recently  been  intensified  by  several  tobacco 
manufacturers  in  Cuba.    These  brands  are  marketed  in  attractive,  American-style 
20*s-cup  packets,  which  contain  cigarettes  made  from  blends  of  native-grown, 
dark-cigar- type  and  flue-cured  tobacco  mixed  with  small  quantities  of  Oriental 
tobacco  and  sell  at  half  tho  price  of  tho  imported  cigarettes. 

Cuba's  imports  of  chewing  and  smoking  tobacco  during  1948  were  almost 
entirely  from  the  United  States  and  totaled  about  J ,0C0  pounds,  compared  with 
approximately  4,800  pounds  in  1947  and  a  prewar  average  of  1,700  pounds.  A 
few  hundred  pounds  of  snuff  were  also  imported,  but  practically  no  leaf  tobacco 
or  cigars  were  brought  in. 

-  END  - 
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YTORLD  TRADE  IN  TOBACCO  DECLINES  IN  19hQ 

World  trade  in  unman\ifactured  tobacco  in  19u8  totaled  about  1  billion 
pounds  and  was  about  7  percent  below  the  movement  in  19U7  and  11  percent  below 
the  prexvar,  1935-39 ,  average.    Exports  from  the  principal  countries  totaled 
1,008,576,000  pounds  in  19U8,  compared  mth  1,081,592^000  pounds  in  19U7  and  a 
prewar,  1935-39,  annual  average  of  1,128,722,000  pounds. 

The  decline  in  19u8  resulted  primarily  from  restrictions  by  most  import- 
ing countries  on  the  use  of  dollar  exchange  for  the  purchase  of  tobacco  from  the 
United  States  and  other  piuncipal  surplus  producing  countries  in  the  Western 
Hemisphere.    Increases  in  19^8  exports  occurred  from  Oriental-type  tobacco  pro- 
ducing coxintries  of  Southeastern  Europe  and  the  Near  East,  and  the  surplus- 
producing  countries  of  Southern  jifrica. 

On  the  import  side,  decreased  takings  in  19U8  were  recorded  for  all  of  the 
major  geographis  divisions  of  the  world  except  Africa  and  Oceania.  Increased 
imports  into  Africa  resulted  from  larger  importations  by  French  Morocco,  Tunisia, 
the  Belgian  Congo  and  the  Gold  Coast.    Larger  importations  by  Australia  resulted 
in  the  increase  recorded  for  Oceania,    Most  of  the  decrease  in  jjnportations 
recorded  for  19^3  resulted  from  sharply  curtailed  importations  into  Europe  and 
Asia.    In  several  of  the  European  and  Asiatic  importing  countries  a  substantial 
part  of  leaf    tobacco  consumed  in  19l|8  was  accounted  for  by  stock  reduction 
rather  than  maintaining  imports  at  the  consumption  level. 

World  totals  for  the  countries  listed  in  the  acccanpanying  table  show 
exports  consistently  above  imports.    The  discrepancy  results  from  a  nmber  of 
factors  including  re-exports  (which  had  not  been  shoi/vn  as  imports)  in  the  export 
data,  the  omission  of  relatively  large  imports  into  the  Soviet  Union  for  i/vhich 
data  arfe  not  available,  and  the  omission  from  the  table  of  a  number  of  countries 
wiiich  have  a  small  trade  in  tobacco  and  whose  imports  materially  exceed  exports. 

Principal  Exporting  Countries;    In  19h8,  the  United  States  continued  to  be 
the  leading  tobacco  exporting  country.    Exports  for  the  year,  however,  were  sub- 
stantially below  19a7  exports,  and  comprised  only  h2  percent  of  the  world 
to  til  as  compared  with  hi  percent  in  19li7.    The  decline  v;as  due  to  import  re- 
striction on  the  purchase  of  tobacco  from  dollar  areas  imposed  by  a  number  of 
important  importing  countries,  their  increasing  imports  of  tobacco  from  soft 
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International  trade,  average  1935-39,  annual  19J47  and  19h?> 


Continent  and  ; 

:  Average 

1935-39 

:  19hl 

19li3  V 

Country 

:  Exports 

r  Imports 

i  Exports 

t  Imports 

:;  Exports 

I  Imports 

L    1,000  ; 

:  1,000 

:  1,000 

:  1,000 

:  1,000 

:  1,000 

:    pounds  ; 

.    pounds  J 

:    pounds  . 

:  pounds 

:    pounds  • 

:  pounds 

North  America  ; 

Canada 

I  15,291).: 

'  U,255: 

I  2]4,)i93: 

:  1,610 

\  1,568 

Costa  Rica  ! 

I1.O! 

:  95: 

:  5 

E  73 

21  Salvador  ! 

:  23' 

^  ii95: 

:          -  : 

:  2,096' 

!  2,712 

Guatenala 

:  65 

: 

:  273 

*** 

:  li50 

Honduras 

!  I,39l4 

I43 

:  3,737 

:  60 

Mexico 

:  215 

:  210< 

6U9 

:  1,380 

J  327 

2,537 

Newfoiindland  and  ; 

Labrador 

t 

\  62 

: 

\  1,166 

.  - 

[2/  1,500 

Nicaragua 

: 

i  175 

: 

:  li53 

I  50I4 

United  States 

:  U20,797: 

.  71,27ii: 

:  507,236: 

:  90,386: 

:  1426,609 

:  8l4,3a2 

Cuba 

:  27,712: 

;  31,667 

:  32,322 

Dominican  Rep-ublic  : 

.  13,652i 

;  32,985: 

:  183: 

;  30,50)4 

5  2/  200 

Total  i 

:  U79,5Q7: 

:  76,622s 

:  600,317: 

:  98,202 

:  510,033: 

:  93,91a 

Europe 

'3/  16,95U: 

Austria  j 

13/  l,h2h'. 

\  6,26a 

:         —  • 

:  aO,133 

Belgiuia  and 

> 

L-uxembourg  ! 

:  ia3: 

.  UO,695 

!  53: 

!     39, 69I1! 

:  3hh' 

:  Ul,l55 

Bulgaria                    t  59,396s 

!  72,007: 

'.2/  75,000: 

:  - 

Czechoslovakia  j 

.3/  20,768i 

:  : 

146,036: 

I  21,i;73 

Denmark  j 

!  I49O: 

r  20,206: 

:         —  : 

s  I8,932i 

:  269: 

I  20,023 

Eire 

\3/  12,292! 

t  3hO: 

.  lii,Ul7: 

;  337: 

i  12,i|8l 

Finland 

:       6, 823 

:  li;,6l8 

France 

0/  636: 

:3/  61,576 

'i  116 

:  63,1486 

:  1,911 

:  28,117 

Germany 

0/  19! 

:3/20ii,6Ui! 

lU/  3,19U: 

:k/  lii,969 

Greece  : 

r  97,657: 

20: 

.  33,732: 

.  ■  10,751: 

Hungary 

:  19,162: 

:  3,106: 

:  677: 

'x  851: 

.5/  5,000: 

^5/  2,^00 

Italy 

:  12,927: 

:  5,253: 

r  2,955: 

29,326: 

2,006" 

r  27,117 

Netherlands          •  : 

3,2U9s 

67,3li9 

:  76,189: 

362 

:  3U,207 

Norway  : 

:  6,602: 

mm 

!  9,113 

:  8,965 

Poland  and  Danzig  : 

3/  "^Ih?'. 

3/  l8,I;0ii: 

:  8,311: 

mm 

:  6,592 

Portugal  : 

:  6,381 

>         -  , 

:  10,062: 

t         -  J 

:5/  11,500 

Spain  : 

^2/  30,979: 

:  56,502: 

:         —  i 

35,000 

Sweden                      .  : 

i        "153  i 

11^,829' 

i  U55i 

19,363 

!  18,3U5 

Switzerland  j 

15,795: 

19,167: 

—  . 

18,636 

United  Kingdom  : 

.  5,996^ 

258,ii86: 

899! 

.  295,621, 

99h'. 

280,585 

Total  : 

202,115: 

c312,093: 

116,23Ui 

729,ii01: 

127, U7U: 

606,366 

Asia  .  : 

Syria  and  Lebanon  : 

2,162: 

:           112  J 

:  6,2U3' 

:  300: 

:  ^,"^93 

:  507 

Turkey  : 

:  78,05a: 

152: 

93i239'> 

■  108,395: 

Ceylon                       '  : 

:  .  2,086 

!  1,200: 

1,121;: 

2,086: 

l,Olil: 

1,577 

China  : 

:  30,99U: 

'  56,613: 

1,155: 

]4l,U75: 

'5/  1,300: 

5/  23,000 

French  Indochina  3 

3/  216: 

2,718: 

8,732: 

7,2ii2 

Hong  Kong  j 

r     6/  : 

:  10,U50: 

337^ 

10,^37' 

!  l,31hi 

7,260 

India  : 

13,500: 

U,791: 

U9,9U5: 

12,789: 

5/  50,000: 

5/  11,000 

UHIANUFACTURED  TOBACCO 


International  trade average  1935-39 >  annual  19li7  and  19hQ 


Average  193S-39 


iWf 


T9lI5~Tr 


Continent  and 
Country 


Elxports  ;  Imports  s  Exports  t  Imports  ;  Exports  s  Buports 


Asia  (cont'd) 
Indonesia 

Philippine  Republic 
Thailand  (Siam) 
Total 
South  America 


1,000    s  1,000    s  1,000 

pounds  2  pounds  i  pounds  ? 

101,176$  2,765§  U,885s 

37,357s  1,075?  10,25U: 

13j^  3,U05 


1,000    ;    1,000    s  1,000 
pounds  s    pounds  :  pounds 
:  t 
3,189:2/   6,000:2/  U,ii00 

lOlsg/  6,700:5/ 
3j^307s 


296,158s      83a  281s    167,232;     82,1^6:  1807IlQ3 


Argentina  ! 

:  180s 

16,878? 

li,I;39: 

17,50li: 

i$/  2,U00: 

:5/  12,000 

Brazil 

t  71,955: 

772: 

82,860^ 

661: 

:  51i,789: 

:5/  500 

British  Guiana 

:        -  s3/ 

393  s 

780 

:  639 

Chile 

172: 

8I1O 

:  QhO 

Colombia 

i  6,Ii72b/ 

138s 

8,583: 

363: 

:2/  10,000: 

;2/  iiOO 

Paraguay- 

:  7,7U7: 

202  s 

7,738:2/ 

liiO: 

:  5,30li: 

{2/  IhO 

Peru  J 

212  s 

569 

r  739 

Surinam  j 

,       -6/  1 

121: 

15s 

Uruguay- 

3^05ls 

1^,353! 

i  li,326 

Total  ! 

t     56, 35iis 

21,818: 

103,670: 

25,33i^: 

72, U93: 

19,792 

100 
1,76U 


Algeria 
French  Morocco 
Belgian  Congo 
Nyas aland 
Egypt 
Gold  Coast 
Madagascar 
Northern  FJhiodesia 
So  Cithern  Rhodesia 
Tunisia 

Union  of  South  Africa 
Total 

Oceania 
Australia 
New  Zealand 

Total 

Total  countries  shown 


2U,979 


12,810 


5,262 

1,1;29 
19,166 


7,14822 
:3/  3,921s 
1,000: 

13,0lUs 
l,ii71s 
17; 

327: 
3/  2,3U3: 


20,507: 

7,671 

6,922 

17: 

2,692 

20,008: 

lii 

_  • 

2ii,923 

1,213 

5,ll5i 

3,335r 

i|6,657: 

1,06k 

635 

6U,2a.;  IJilTFi 


3,100: 


93,639 


llU:  21,537: 
113:  3,027: 


 ^27:  2a;56kr  

l,12B,7^2sl,05l,553:i308I759^ 


6,u63; 
56,076: 


17,778 
252 

5/  18 

;■?/  20,000 


;5/  6,800 
W  5,200 
67,661 
118 


117,827 


291 


21,333: 
li,65l: 
25,9BU: 
1,017,^13:1,008,576 


5/ 
2/ 


2/ 


7,606 
8,810 
li,800 
20 

2li,220 
1,600 


7,7U7 
6,500 
61,303 


29,9la 
1;,3U6 
3k, 2 87 


873,039 


1/  Preliminary.    2/  Approximated  from  unofficial  information.    3/  Less  than  a 
5-year  average.    J/  Bizone  Germany  only;  data  for  Russian  Zone  not  available. 
5/  Estimated  on  basis  of  data  available  for  6  months  or  more  of  the  year. 
0/  Not  available. 

Office  of  Foreign  Agricultural  Relations.    Prepared  or  estimated  from  official 
Statistics  of  foreign  governments,  reports  of  United  States  Foreign  Service 
officers  and  other  information. 
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currency  siirplus-producing  countries  to  be  used  as  a  substitute  for  United 
States  leaf  and  increased  leaf  production  in  several  importing  countries 
United  States  exports  in  19hQ  totaled  426^609,000  pounds,  as  compared  with 
507,286,000  pounds  in  19U7  and  an  annual  average  of  1^20, 797,000  pounds  in  the 
prewar,  1935-39,  period.    Of  the  total  19U8  exports,  flue-cured  leaf  accounted 
for  about  3^3,000,000  pounds  or  80  percent  of  the  total,  compared  with  about 
ii00,000,000  pounds  or  79  percent  of  the  total  in  I9I47.    Burley  leaf  exports  in 
I9U8  totaled  23,U00,000  pounds  or  about  5  percent  of  the  total,  compared  with 
143,000,000  pounds  or  about  8  percent  of  the  total  in  19ij-7.    Exports  of  fire-cured 
leaf  totaled  27,600,000  pounds  in  19ii8,  compared  with  about  30,000,000  pounds  in 


Shortage  of  dollar  exchange  and  import  restrictions  in  Europe  and  else- 
where also  curta-iled  exports  from  the  Latin  American  countries.    Decreases  from 
19h7  levels  were  reported  for  most  of  the  principal  exporting  countries  includ- 
ing Argentina,  Brazil,  the  Dominican  Republic  and  Paraguay.    The  bulk  of  the 
exports  from  Latin  America  continued  to  go  to  Vfestern  European  countries* 

All  of  the  principal  Oriental  type  tobacco  producing  countries  — 
Bulgaria,  Greece  and  Turkey  —  are  reported  to  have  had  larger  exports  in  19U8 
than  in  19ii7.    In  the  cases  of  Bulgaria  and  Turks^,  19^8  shipments  ^vere  far 
above  prewar.    Exports  from  Greece  were  still  only  about  h2  percent  of  prewar, 
due  to  lower  postwar  production. 

Exports  from  the  Far  Eastern  countries  in  19i48  totaled  about  the  same  as 
in  19ii7,  but  exports  from  these  countries  were  only  a  fraction  of  prewar.  The 
I9U8  exports  from  Indonesia  are  reported  to  be  only  about  6  percent  of  the  pre- 
war, 1935-39,  average,  and  exports  from  the  Philippine  Republic  only  about  18 
percent  of  the  1935-39  average.    The  19U8  exports  from  China  are  reported  to  be 
only  about  h  percent  of  the  193S-'39  average. 

Principal  Importing  Countries t    Imports  in  I9I48  by  the  United  Kingdom 
totaled  280,585,000  pounds,  which  exceeded  any  other  individual  country  and 
accounted  for  32  percent  of  the  total  imports  shoT/vn  in  the  accompanying  table. 
Imports  in  I9U8  vrere  5  percent  belovr  the  19U7  total  of  295^621,000  pounds  but 
about  9  percent  greater  than  the  prewar,  1935-39,  average,    imports  of  United 
States  leaf  by  the  United  Kingdom  accounted  for  about  60  percent  of  the  country's 
total  as  compared  with  67  percent  in  19U7  and  78  percent  in  the  1935-39  period. 

Imports  in  I9U8  into  the  United  States,  which  ranks  after  the  United 
Kingdom  as  an  importing  country,  totaled  dk,3h2,000  pomds  which  was  7  percent 
below  I9U7  imports  but  18  percent  greater  than  in  the  1935-39  period. 

All  Other  Leading  Importing  Countries;    Imports  in  19U8  exceeded  19U7  in 
the  cases  of  Austria,  Belgium  and  Luxembourg^  Denmark,  Germany,  French  Morocco, 
Tunisia  and  Australia,    Decreases  were  reported  for  Czechoslovakia,  Ireland, 
France,  Italy,  the  Netherlands,  Norway,  Poland,  Spain,  Sweden,  Switzerland, 
China,  French  Indochina,  Hong  Kong,  India  and  Argentina, 


19h7, 
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•  FOREIGN  MARKET  NOTES— TOBACCO 

Goorgo  W»  Van  Dyne  Reports  on 
the  Tobacco . Situation  in  Argentina  ^ 


Argentina's  leaf-tobacco  production  , for  the^ 1948-49  crop  year  is  estimated 
at  approximately  59,^24,000  pounds,  as  compared  with  about  47,000,000  pounds 
for  the  1947-48  season.     This  substantial  increase  results  from  governmental 
and  industrial  efforts  to  build  up  stocks  depleted  by  curtaiiaent  of  leaf  imports 
as  well  as  increased  consumption, and  the  long-term  outlook  is  for  increased 
production.     It  is  believed  that  a  ci*c\p  of  90,000,000  pounds  can  be  grown  within 
5  years,  provided  weather  and  price  factors  are  favorable*     The  country's  record 
crop,  to  date,  of  65,000,000  pounds  ivas  grown  in  the  1945-46  season. 

Argentina's  long-standing  policy  of  encouraging  domestic  growth "of  foreign 
types  of  tobacco  for  use  as  substitutes  for  imported  leaf  is  now  receiving 
special  attention.     The  Government  recently  authorized  loans  and 
purchase  programs  to  encourage  the  domestic  production  of  leaf j  and,  because  of 
the  shortage  in  dollar  exchange,  several  of  the  country's  largest  tobacco  manu- 
facturers have  accelerated  their  work  of  improving  and  expanding  the  production 
of  United  States  types  of  flue-cured  and  Burley  tobacco  in  the  Province  of 
Salta,  where  soil  and  climatic  conditions  are  more  favorable  than  in- other  parts 
of  the  country. 

Argentina's  principal  leaf-tobacco  growing  districts  are  located  in  the 
northern  Provinces  of  Corrientos,  Misiones,  and  Salta.     Leading  domestic  types 
derive  their  names  from  the  Provinces  in  which  they  are  grown.     The  moro 
important  native  types  are  Correntino,  Misionero,  and  Salteno.     The  main 
exotic  types  are  flue-cured  (Virginia),  Burley,  and  Kentucky  tobaccos  from  the 
United  States  and  Bahia  varieties  from  Brazil.     These  foreign  types  (United 
States  and  Brazilian)  now  represent  about  25  percent  of  the  total  production, 
as  compared  with  I6  percent  during  the  prewar  period,  1937-39* 


Juno  6,  1949 


1/    Preliminary  report  of  a  study  of  foreign  market  outlets  and  competition 
with  United  States  tobac  o,  conducted  under  the  provisions  of  the  Research 
and  Marketing  Act, 


The  estimated  domestic  production  of  all  United  States  types  for  the 
1948-49  season  was  about  10^000^000  pounds^  compared  with  an  annual  average  of 
approximately  2^700,000  pounds  during  the  1937-39  period.    The  past  season»s 
production  of  flue-cured  leaf  was  placed  at  about  6,600^,000  pounds^-Kontucky 
fire-cured,  at  approximately  2,600,000  pounds?  Burley,  441,000  pounds;  and 
Maryland,  at  331*000  pounds^    The  combined  production  of  these  typos  is  about 
16-2/3  percent  of  the  estimated  1948-49  crop.     The  price  differential  v/hich 
favors  United  States  typos  over  native  typos  has  contributed  greatly  to  the 
increased  production  of  United  States  types.     The  following  table  of  prices 
paid  to  farmers  in  the  Salta  district  for  the  ^-year  period  1936-37  through 
1940-41  and  the  years  I946-47  and  I947-48  illustrates  this  differential: 


Period  ] 

Flue-cured 

Burloy  ' 

Native 

U,  S.  cents  ■ 

U.  S.  cents 

:    U.  S.  cents 

Year 

1946-47  ^  i 

■ 

24.a  • 
V  21.3 

17.3 

!  18.9 

:  11.0 
:  9.8 

Average  1936-37  through 

1940-41   — ^ 

I 

12.4  ■ 

»                                t  * 

!                7'8    %  ^.1 

It  is  reported  that  prices  for  the  better  grades  of  f lue-cUred  leaf  in  the 
Salta  district  from  the  1948-49  crop  will  be  20  percent  higher  than  in  the 
1947-48  season.     In  the  year  1947-48,  the  prices  of  low-to-high  grade,  flue- 
cured  leaf  ranged  from  the  equivalent  of  3.06  cents  to  38.73  cents  per  poundj 
prices  for  Burley  ranged  from  9.I7  to  18.35  cents j  and  those  for  native  types 
ranged  from  6.11  to  11.21  cents. 

Argentina's  imports  of  loaf  tobacco,  including  cut  tobacco  in  bulk,  during 
1948  were  estimated  at  approximately  21^,000,000  pounds,  compared  with  about 
18,000^000  in  1947«    The^  5;-year,  1935-39,  average  import  was  16^878,000  pounds. 
Principal  sources  of  supply  are  Brazil  (v/ith  dark,  air-cured  Bahia  cigarette 
and  cigar  types)  and  the  United  States'  (with  cigarette  grades  of  flue-cured  and 
Burley  and  Kentucky-Tennessee, ' fire-cured  leaf  suitable  for  use  in  "Toscano" 
cigars).    Cuba  and  Paraguay  are  also  important  sources  of  cigar  types. 

Shortly  after  Viiorl'd  Vfer  I,  the  popularity  of  imported  tobacco  products 
increased  considerably  in  Argentina.     English  straight  "Virginia"  and  United 
States  blended  cigarettes.,  together  with  Italian  "Toscano"  cigars,  wore 
quite  popular  until  sales  declined  as  a  result  of  price  increases  brought  abou-t 
by  higher  duties » 
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Soon  after  World  War  II,  the  domand  for  and  sale  of  these  products,  parti- 
cularly United  States  blended  cigarettes,  increased  again  on  a  much  greater 
scale.    Subsequently,  however,  sales  have  declined  sharply  as  a  result  of  high 
prices  due  principally  to  increased  import  duties.     Leading  Argentine  manufac- 
turers followed  the  upward  trend  by  producing  brands  containing  blonds  resembling 
the  imported  products.    Those  included  high-grade  cigarettes  manufactured  from 
lOC-pcrcont  fluo-curod  tobacco  imported  from  the  United  States,  as  well  as 
cigarettes  containing  a  blend  of  100-pcrcont  imported,  fluo-cured,  Burley  and 
Oriental  tobaccos.     These  brands  v;oro  marketed  at  popular  prices  in  attractive 
packages.    The  proportion  of  United  States  fire-cured  leaf  in  some  domestic 
"Toacano"  cigars  v/as  increased.    Hhny  of  those  products  received  favorable 
consumer  acceptance  which  resulted  in  increased  imports  of  United  States  leaf 
tobacco.    The  outlook  for  domestic  manufacture  of  products  containing  United 
States  loaf  was  very  encouraging  until  mid-1948,  when  the  shortage  in  dollar 
exchange  became  acute.     Imports  of  United  States  leaf,  with  the  exception  of 
fire-cured  for  which  exchange  had  been  arranged,  was  curtailed.    A  strong  poten- 
tial demand  still  exists  for  United  States  leaf,  but,  unless  there  is  prompt 
improvement  in  the  dollar  exchange  situation,  further  sharp  decreases  will 
result.    The  following  tabulation  shovfs  exports  of  unmanufactured  tobacco  by 
typos  from  the  United  States  to  Argentina,  1934-38  average  and  the  years  194^ 
through  1948. 


Typos  ;      1948     ]      1947      [      1946     *  194^ 


:  1,000  :  1,000  :  1,000     :  1,000  :  1,000 

:  pounds  :  pounds  :  pounds  :  pounds  :  pounds 

Flue-curod  :  1,^4^  :  2,67^  :  1,036  :  1,176  :  "933 

Burley  —  :  1,0^8  :  1,235  :  405  :  418  :  I87 

Kentucky-Tennessee        :  :  :  :  : 

fire-cured  :  894  :  437  :  129  :  107  :  I30 

Cigar  leaf  :  47  ;  147  :  27  :  l/  


Total  :      3,544    :        4,495  :        l,6o5  :        1,728  :  1,468 


1/  Less  than  500  pounds 

Iraports  of  manufactured  tobacco  products  into  Argentina  during  1948  were 
estimated  at  350,000  pounds  compared  with  500,000  in  1947  and  an  average  of 
approximately  700,000  pounds  for  the  five  years,  1935-39-     Prior  to  World  War  II 
these  imports  consisted  principally  of  cigars  v/hich  came  mainly  from  Italy  and 
Cuba,  and  cigarettes  and  packaged  smoking  tobacco,  largely  from  the  United 
States  and  the  United  Kingdom.    Today,  Argentina's  imports  of  tobacco  products 
are  confined  chiefly  to  cigarettes  and  smoking  tobacco,  mainly  from  the 
United  States,  and  small  quantities  of  cigars,  from  Cuba.     The  outlook  for 
the  importation  of  tobacco  products  is  unfavorable  as  a  result  of  the  exchange 
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situation.    There  was  a  sharp  decline  in  1948,  and  further  decreases  are  antici- 
pated.    The  following  tabulation,  shows  exports  of  tobacco  products  from  the 
United  States  to  Argentina,  1934-38  average,  and  the  years  1947  and  1948. 


Period 

Cigarettes 

Cigars  including: 
cheroots  : 

Smoking  tobacco 

Yeairj 

,  1,000  pieces  : 

I  6o,8^o 
:  ■  163,682 

\  63,643 

x^ie.cQs  .5 

'i  8,000 

:  361,000 
112,000- 

Pnunds 
.  ■  392,000 

I  733,000 

:  640,000 

■ ■   '  The  manufacture  of  machine-made  cigarettes  in  Argentina  during  1948  is _ 
estimated  at  approximately  16  billion  pieces  as  compared  with  I5vl  billion  m 
1947  and  a  ^-year,  1935-39,  average  of  about  9  billloo  pieces.    Consunption  of 
domestic  machlno-iade'ciga^ettes  Ls  risen  steadily  as  a  result  of  higher  purchas- 
■infi-pcwer  and  an  increase  in  the.  number  of  cigarette  smokers. _  The  increase  m 
the  o^or-all  consumption  of  domestic  machine-made- cigarettes  is  expected  to 
continue.     

The  pr-oduction  of  -  cigars  during  1948  is  estimated  at  approximately 
^^60,000,000  pieces,  compared  with  about  the  same  number  in  1947  and  an  a^orago 
of  56^,SoO,000  pieces  for  the  4  years,' 1936-39.    The  most  popular  cigars  are  of 
the  "T^scaio"  variety.    The' volume  of  sales  in  this  category-  is  -^^Pl-^^f/^^^l^ 
up  well,  provided  adequate  eupplles  of  Kentucky-Tennessee- fir^-cured.  leaf  from 
the  United  States  are  obtainable.  - 

The  domestic  manufacture  of  smoking  tobacco  during  1948-principally  from 
strongfdark  fobLco-was  estimated  at  approximately  3,000  000  pounds  comparod 
with  about  3,400,000  -pounds  in  1947  and  an  annual  average,  of  8,500,000  pounds 
for  tSeTvears    193^-39.     It  is  believed  that  this  trade  will  continue  to 
yield  Lf^orof  milder  tobacco  products,  particularly  machine-made-  cigarettes. 
The  output  of  cho^ving  tobacco  and  snuff  is  insignificant. 

Argentine  exports  of  leaf  tobacco  during  1948  are  estimated  at  2,^00,000 
Boundf  commred  ^Ith  appf-oximately  4,^00,000  pounds  in  1947  and  an  average  of 
pounds,  comparbu  v»xou  _  .     ,        The  bulk  of  this  leaf  consists  of 

.  180,000  pounds  for  the  5  years,  1935-39.  _  i^e  duik  01  ;cax  of  lighter 

dark  air-cured,  native  types  grown  in  Misionos  and  smaller  quantities  of  lign 
varieties  produced  in  Corrientes  and  Salta. 
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During  prowar  years,  Bolgium  and  Switzerland  wcro  Argentina's  most  impor- 
tant export  markets  for  leaf  tobacco.     The  principal  outlets  in  194?  and  1948, 
in  addition  to  these  t^vo  countries,  were  France  and  the  Union  of  Soviet 
Socialist  Republics.     During  1946  and  194?*  numerous  small  trial  export  ship- 
ments of  domestically  grown.  United  States  types  wore  made  to  Europe,  Paraguay, 
and  Bolivia.     However,  during  1948,  only  one  shipment  of  those  types  was  made — 
a  shipment  of  2,200  pounds  of  Maryland  type  to  Belgium.     It  is  not  likely  that 
substantial  quantities  of  United  States  types  virill  be  exported  in  the  near 
future  as  they  are  not  comparable  in  quality  and  flavor  with  leaf  produced  in 
the  United  States. 

Argentina's  exports  of  cigarettes  during  1948  are  estimated  at  about 
20,000,000  pieces,  compared  with  approximately  24,000,000  pieces  in  194?  and  an 
average  of  800,000  pieces  for  the  ^-ycar,  193^-39*  period.    The  chief  destina- 
tions are  the  United  Kingdom,  Switzerland,  and  countries  bordering  Argentina. 

Small  quantities  of  dark  air-cured,  cut  tobacco  and  twist  are  shipped  to 
Bolivia  and  Paraguay.    Argentina's  exports  of  other  tobacco  products  are  insig- 
nificant.   Prospects  for  increased  exports  are  not  favorable  because  of  the 
exchange  situation  and  because  the  trend  in  demand  abroad  is  toward  brighter 
and  milder  tobacco  products. 


-  END  - 
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WORLD  19U8-U9  TOBACCO  PRODUCTION  SLIGHTLY  ABOVE  19U7-U8 

The  world's  tobacco  harvest  during  the  12  months,  July  19U8  through 
June  19ii9,  is  estimated  at  7,U53  million  pounds,  as  compared  with  the 
19i47-ii8  production  of  7,31$  million  pounds  and  the  prewar,  1935-39,  annual 
average  of  6,597  million  pounds.    The  data  for  19^8-149  and  19li7-l48  are 
revisions  frcm  estimates  released  in  November  19^8.    For  both  years  the 
harvest  is  slightly  larger  than  previously  reported. 

Production  in  19ii8-ii9  in  the  United  States  and  some  other  countries  is 
well  below  19U7-U8  harvests,  but  declines  in  these  areas  are  more  than  offset 
by  increases  in  China,  Canada,  Brazil,  the  Philippine  Republic  and  several 
other  countries.    The  world  crop  is  estimated  at  approximately  2  percent  above 
the  19ii7-U8  output. 

Ihe  19U8-U9  production  of  flue-cured  leaf,  the  principal  type  entering 
world  trade,  was  about  18  percent  below  the  large  19ii7-U8  outturn.    The  sharp 
reduction  of  about  228  million  pounds  in  the  I9I48  United  States  crop,  however, 
has  been  partly  offset  by  a  record  crop  in  China.    Substantial  increases  in 
flue-cured  production  were  also  made  in  Canada,  Brazil,  India  and  a  number  of 
other  countries. 

The  production  of  Oriental  or  Turkish  type  tobacco  in  19U8-ii9  is 
estimated  to  be  somev/hat  belo\v  the  19ii7-hS  crop.    Larger  crops  are  reported  for 
Bulgaria,  the  U.S.S.R,  and  Yugoslavia,  but  reductions  in  Greece  and  Turkey  are 
expected  to  more  than  offset  the  increases  reported  for  these  countries.  The 
relatively  small  production  in  Southern  Africa  and  other  parts  of  the  world  is 
estimated  to  be  about  the  same  as  in  19ii7-U8. 

The  19l48-ii9  world  production  of  light  air-cured  types  of  tobacco,  which 
represent  an  important  portion  of  total  production  in  many  producing  countries, 
is  estimated  to  be  somev/hat  larger  than  in  19ii7-U8.    The  production  of  cigar 
types  and  other  dark  types  also  is  estimated  to  be  larger  in  19U8-it9  than  in 
19U7-U8. 

North  America.    Canada's  I9U8  tobacco  production  is  now  officially 
estimated  at  126.6  million  pounds  as  compared  with  106,7  million  pounds  in 
19ii7.    The  acreage  harvested  in  I9U8  was  12  percent  below  19U7,  but  the  average 
yield  per  acre  was  3h  percent  higher.    The  United  States  crop  is  officially 
estimated  at  1,982  million  pounds  from  1,555,000  acres,  as  compared  with 
2,110  million  pounds  from  1,853,000  acres  in  191^7  and  an  annual  average  of 
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l,i|60  million  pounds  from  1,6]47>000  acres  in  the  prewar,  1935-39,  period.  The 
19l;8  production  of  flue-cured,  fire-cured  and  dark  air-cured  types  show  sub- 
stantial declines  from  19h7  levels.    The  production  of  light  air-cured  leaf  was 
22  percent  larger  in  19i;8  and  the  production  of  cigar  leaf  was  about  the  same 
as  in  19ii7. 

The  I9U8-I49  production  in  Mexico^  Central  America  and  the  Caribbean 
countries  is  estimated  to  be  about  10  percent  larger  than  in  19U7-U8.  Increases 
are  reported  for  Mexico,  the  Dominican  Republic  and  most  Central  American 
countries  "wiiile  decreases  are  reported  for  Puerto  Rico  and  Jamaica, 

For  all  North  America,  the  19ii8--[t9  production  of  tobacco  is  estimated  at 
2,320  million  pounds  from  about  1,990,000  acres,  as  compared  with  2,1^10  million 
pounds  from  2,260,000  acres  in  19li7-ii8  and  a  prewar,  1935-39,  annual  average  of 
1,710  million  pounds  from  1,960,000  acres. 

Europe.    The  19^8  production  of  tobacco  in  Europe,  excluding  the  U.S.S.R., 
is  now  estimated  to  be  about  9  percent  larger  than  the  19li7  crop.    Sharp  in- 
creases over  I9U7  are  reported  for  Bialgaria,  Czechoslovakia,  Htingary,  and 
Poland,  and  moderate  increases  for  Kumania,  Spain  and  Switzerland.    A  sharp  drop 
in  production  is  reported  for  Belgium  and  some  decline  for  France,  Greece  and 
Italy,    The  total  I9I48  production  in  Europe  is  estimated  at  8IO  million  pounds 
from  about  925*000  acres,  as  compared  with  the  19ii7  harvest  of  7U5  million 
pounds  from  825,000  acres  and  the  prewar,  1935-39,  annual  average  of  675  million 
pounds  from  680,000  acres. 

U.S.S.R,    Authentic  information  on  tobacco  production  in  the  U,S.S*R*  in 

recent  years  still  is  not  available.    Unconfirmed  reports  still  indicate  an 
output  in  I9U8  somewhat  above  the  19U7  crop  but  approximately  8  percent  below 
the  prewar  average  production  of  about  525  million  pounds, 

Asia.    Turkey's  19lt8  tobacco  crop  is  estimated  at  176. ii  million  pounds 
as  compared  with  the  19U7  production  of  220  million  pounds.    In  the  Asia  Minor 
countries  of  Iran,  Iraq  and  Palestine,  which  produce  Turkish- type  leaf,  the 
I9I48  production  is  estimated  to  be  below  the  19ii7  outturn.    The  19it8-ii9  tobacco 
harvests  in  most  Far  Eastern  countries  are  reported  to  be  above  19ii7»  Larger 
crops  are  reported  for  China,  Japan,  Korea,  Taiwan  (Formosa),  Indonesia  and 
the  Philippine  Republic.    For  all  of  Asia,  I9I18-I49  harvests  total  3,3l5  million 
pounds  from  about  3,720,000  acres,  as  compared  vdth  3,175  million  poimds  from 
3,730,000  acres  and  in  19U7-U8  and  the  prcvrar,  1935-39,  average  of  3,250  million 
pounds  from  3,750,000  acres. 

South  America.    A  slightly  smaller  acreage  was  planted  to  tobacco  in 
19ii8-li9  in  South  America,  but  total  production  is  reported  to  be  somewhat 
larger  due  to  more  normal  jrields  than  were  obtained  in  19ii7-h8.  Combined 
I9U8-U9  production  of  tobacco  in  all  South  American  countries  is  estimated  at 
iil5  million  pounds  from  about  U50,000  acres,  as  compared  with  395  million 
pounds  from  U60,000  acres  in  19U7-U8  and  the  prewar,  193$-39:  average  of  305 
million  pounds  from  355,000  acres. 
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Africa.    The  19hQ  harvest  of  tobacco  in  Algeria  and  other  northern 
African  producing  countries  is  estimated  above  19U7  crops  due  primarily  to 
higher  yields  as  a  result  of  more  favorable  weather  during  the  19hQ  growing 
season.    The  harvests  in  southern  African  producing  countides  are  estimated  to 
be  about  13  percent  below  l$UT-hQ»    The  reduction  was  due  to  decreased  yields 
in  I9I18-U9  which  resulted  from  a  prolonged  drought  during  the  growing  season. 

The  combined  19ii8-U9  production  of  tobacco  for  all  of  Africa  is 
estimated  at  200  million  pounds  from  about  395,000  acres,  as  canpared  with 
213  million  pounds  from  395,000  acres  in  19i^7-U8  and  the  prewar,  1935-39, 
average  production  of  only  125  million  pounds  frcm  2ii5,000  acres, 

Oceania.    The  19hQ-h9  tobacco  production  in  Oceania  is  estimated  to  be 
about  32  percent  larger  than  in  19U7-h8,    The  increased  production  was 
primarily  due  to  higher  yields,  as  the  area  planted  to  tobacco  v/as  about  the 
same  as  in  19ii7-ii8.    The  19U8-U9  Australia  crop  is  set  at  3.9  million  pounds, 
as  compared  with  the  short  19h7-hQ  crop  of  2,U  million  pounds  and  the  1935-39 
average  of  5.3  million  pomds.    The  191; 8-1^9  crop  in  New  Zealand  was  the 
largest  on  record  and  totaled  5.6  million  pounds,  as  compared  with  Ii.8  million 
pounds  in  19li7-ii8  and  a  prewar  average  of  1.5  million  pounds,. 
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FOREIGN  MARKET  NOTES— TOBACCO 


Goorge  YiT,  Van  Dyne  Discusses  Production  of  Tobacco 
Tobacoo  Products  in  Brazil  l/ 


Brazil  is  the  largest  of  the  Latin  American  Republics.     It  comprises 
about  47  percent  of  the  total  area  of  South  America  and  has  an  area  that 
is  9  percent  larger  than  that  of  the  United  States.    The  country»s  popula- 
tion is  estimated  at  47*000,000;  and  it  is  the  largest  consumer,  producer, 
and  exporter  of  leaf  tobacco  in  South  America.    During  the  1948-49  season, 
the  United  States  and  China  were  the  only  countries  which  produced  more 
tobacco  than  Brazil.    Abundant  land  and  favorable  soil  and  climatic  condi- 
tions make  it  possible  to  produce  exceptionally  largo  crops  of  tobacco  with 
a  wide  range  of  types,  some  of  which  are  outstanding  .in  quality  and  flavor. 

Leaf  Production 

Brazil's  leaf-tobacco  production  for  the  1948-49  season  is  estimated 
to  equal  or  exceed,  in  size,  the  large  1947-48  crop  of  about  2^4,000,000 
pounds.     During  the  prewar  period  1934-35  through  1938-39,  the  country 
produced  an  average  of  200,^82,000  pounds  of  leaf  tobacco  annually. 

The  Federal  and  State  Departments  of  Agriculture  in  Brazil,  assisted 
principally  by  tivo  large  privately  owned,  leaf- development  companies,  have 
worked  closely  with  tobacco  grov/ers  for  over  2^  years  in  an  endeavor  to 
improve  the    quality  and  increase  the  production  of  tobacco..     The  increased 
production  in  recent  years  was  achieved  largely  through  these  efforts  to 
build  up  stocks  and  meet  the  increased  demand^  particularly  for  the  brighter 
and  milder  cigarette  tobaccos  of  southern  Brazil.     Experiment  stations  are 
maintained  in  tobacco-growing  districts,  principally  in  the  States  of 
Rio  Grande  do  Sul,  Bahia,  and  Minas  Gerais. 

One  of  the  leaf-development  companies,  with  headquarters  at  Santa  Cruz 
in  the  State  of  Rio  Grande  do  Sul,  operates  large  modern  redrying  plants 
in  that  State  and  in  the  adjacent  State  of  Santa  Catarina.     The  company  has 
a  very  capable  group  of  executives  and  tobacco-leaf  experts.     These  experts 


1/    Preliminary  report  of  a  study  of  foreign  market  outlets  and  competi- 
tion with  United  States  tobacco,  conducted  under  the  provisions  of  the 
Research  and  Marketing  Act. 
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have  trained  6o  native  instructors  to  give  technical  assistance  to  totacco 
grovvers  and  supply  them  with  seed,  fertilizer,  cloth,  and  tools.  Over 
4g000  modem,  flue-curing  tobacco  barns  have  been  built  by  this  company  for 
growers  in  Southern  Brazil,    This  company's  research  program,  aimed  at 
improving  cultural  and  curing  practice»  and  tobacco-leaf  processing  methods, 
has  been  highly  successful. 

Another  privately  owned,  leaf -development  companj/-  at  Santo  Antonio  in 
the  State  of  Bahia,  with  the  assistance  of  the  Tobacco  Institute  of  Bahia, 
has  cooperated  with  leaf -tobacco  growers  in  northern  districts  for  over 
20  years.  As  a  result,  the  yield  and  the  quality  of  leaf  tobacco 'has  been 
improved  and  the  demand,  particularly  for  cigar-filler  types,  has  steadily 
increased. 

Leaf  tobacco  is  grovm  in  every  State  in  Brazil.    Currently,  46  percent 
of  Brazil »s  tobacco  crop  is  produced  in  Rip  Grande  do  Sul;  22  percent,  in 
Bahiaj  and  11  percent,  in  the  mining .  State,  of  Mihas  ,  Geraiso    During  the 
period  1.934-35  through  I938-39,  Bahia  produced,  34  percentj  Rio  Grande  do  Sul, 
31  percent  J  and  Minas  Gerais,  1$  percent  of  this  tobacco. 

The  most  important  varieties  of  Brazil »s  native  leaf  are"  air-cured, 
dark,  cigar  types  grown  in  Bahia  and  Minas  Gerais.    These  are  utilized 
principally  in  the  manufacture  of  cigars,  although  significant  quantities 
are  used  in  preparing  smoking  tobacco  and  twist.    Production  of  dark, 
air-cured  cigar  types  during  the  1948-49  season  is  estimated  at  80,000,000 
pounds,  compared  with  about  100,000,600  pounds  during  the  prewar  period, 
1934-3^  through  1938-39.  '  ' 

Light,  air-cured  types  predom.inato  in  the  southern  States  of  Rio  Grande 
do  Sul  and  Santa  Gatarina.    These  are  used  chiefly  in  twist  and  the  manufac- 
ture of  cigarettes  and  smoking  tobacco,  although  sizable  quantities  are 
used  for  cigars.    Production  of  light,  air-cured  leaf,  somewhat  resembling 
our  Burley  leaf,  was  approximately  74,000^000  pounds  during  the  1948-49 
season,  compared  with  about  ^8, 000, 000 ' pounds  during  the  prewar  period, 
1934-35  through  1938-39*  or  an  increase  of  28  percent. 

The  outstanding  feature  of  the  Brazilian  leaf -tobacco  industry  during 
the  last  25  years  has  been  the  development  of  United  States  flue-aured 
types  in  two  of  Brazil»a  southern  States.     Commercial' production  of  these 
typos  of  leaf  tobacco  was  started  in  Rio  Grande  do  Sul  during  the-  1932-33 
season  and  in  the  adjacent  State  of  Santa  Catarina  during  194^-46, 
Production  of  flue-cured  leaf,  which  was  about  10,000,000  pounds  during  the 
first  season,  doubled  in  10  yoars.     During  the  1947-48  Season,  the  produc- 
tion of  flue-cured  reached  44,884,000  pounds,  compared  with  37,191,000 
pounds  in  I946-47  and  an  annual, average  of  12,^49,000  pounds  during  the 
5:  years,  1934-3^  through  1938-39.     This  leaf  is  used  chiefly  in  the  manufac- 
ture of  cigarettes,  but  important  quant iti-es  are  utilized  in  the  preparation 
of  blends  for  pipe-smoking  mixtures  and  cut  tobacco  for  roll-your-own 
cigarettes,  . 
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Currently,  these  domestic .flue-cured  types  represent  approximately 
19  percent  of  the  country's  total  leaf  production,  compared  with  6  percent 
during  the  ^-year_  period^  1934- 38 • 

In  Brazil's  southern  States,  considerable  success  has  also  been 
achieved  in  crossing  United  States  typos  of  flue-cured  leaf  with  Nam  Hung 
type  Chinese  as  well  as  nativ<3  air-cured  leaf  with  Paraguayan.     In  appearance, 
some  of  the  former  rosomblos  certain  United  States  flue-curod  leafs,  and 
some  of  the  latter  is  similar  to  United  States  Burloy,  but  neither  is  com- 
parable in  quality  and  flavor' with  tho  United  States., grown  typos. 

The  area  of  leaf "tobacco  under  cultivation  for  the  1948-49  crop  was 
approximately  302,000  acres,  compared,  with  about  2^4,000  acres  during  tho 
prewar  period,  1934-3^  through  1938-39*   '  - 

Tho  immediate  export  outlook  is  not  favorable  to  a  substantial  increase 
in  production  of  loaf  tobacco.    Howovor,  •  curtailed  supplies,  of  leaf-tobacco 
imports  from  the  United  States 'and  Brazil's  long-starjding  policy  of  substi- 
tuting national  products  .for  imported  ones  will  probably  result  in  a  further 
increase  in  tho  planting  of  United  States  types  of  leaf  tobacco. 

Brazil  has  attained  virtual  self-sufficiency  in  the  production  of  leaf 
tobacco,  and  its  requirements  from  abroad  are  therefore  small.     Imports  of 
leaf  during  194?  were  664,000  pounds,  as  compared  with  662,000  pounds  in 
1946  and  an  annual  average  of  772^000  pounds  for  the  ^  years,  193^-39* 
Prior  to  the  war,  Belgium,  China,  and  the  Netherlands  were  the  most  important 
sources  of  Brazil's  imports  of  loaf  tobacco.    During  the  war,  shipments 
from  Darope  and  China  were  cut  off,  and  the  United  States  became  the  princi- 
pal supplier.     During  1947  and  1948,  practically  all  of  Brazil's  imported 
loaf  came  from  the  United  States  and  the  l^etherlands . 


Exports  of  unmanufactured  tobacco  from  the  United  States 
to  Brazil,  average  193^-39,  annual  1946  thru  I948 


Year  \ 

Flue-  : 
cured  ; 

Burloy  ] 

Kentucky-  : 
Tonnessoo  ; 

Other  ] 

Total 

1,000  ! 

1,000  ! 

1,000  ; 

1,000  : 

1,000 

pounds  ! 

pounds 

!  pounds 

pounds  : 

pounds 

1948  -  ! 

94  < 

14 

!  43 

t          29  ' 

!  180 

1947  

!  225 

!  120 

:  22 

:  41 

!  408 

1946  r- 

:  210 

:  150 

:  26 

s  61 

:  447 

1935-39   

'  41 

9 

i           23  , 

'i  2 

•  75 
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With  the  exception  of  smoking  tobacco  and  cut,  blondod  oigarotto 
tobacco  from  the  United  States,  imports  of  tobacco  products  into  Brazil 
were  negligible  during  the  193.^-39  period.    Currently,  imports  of  tobacco 
products  consist  almost  entirely  of  cigarettes  from  the  United  States. 


Exports  of  manufactured  tobacco  from  the  United  States 
to  Brazil,  average  193^-39,  annual  I946  through  1948 


Year 

!  Cheroots 

[  Cigarettes 

:      Smoking  ; 

Other 

:  and  cigars 

;  tobacco 

!  1,000  pieces  : 

1,000  pieces 

!  1,000  pounds  ' 

! 1,000  pounds 

1948  ' 

3,640  i 

!                      23  ! 

0 

1947  , 

!                2,768  1 

!                        43  ! 

0 

1946  < 

!                           1  ! 

4,516  . 

:      .           54  : 

0 

1935-39    . 

:                     3  ! 

:        69  ' 

'••            357  ' 

8,032 

A  strong  potential  demand  exists  for  United  States  leaf  tobacco  and 
United  States  blended-type  cigarettes,  but  the  effective  demand,  of  course, 
will  depend  upon  the  dollar  situation. 


Cigarette  Production  Increasing  in  Brazil 

Brazil »s  rapidly  growing,  cigarette-manufacturing  industry  is  centered 
chiefly  in  the  cities  of  sao  Paulo  and  Rio  do  Janeiro,  whore  about  75  per- 
cent of  Brazil »s  cigarettes  are  now  made.    Sao  Paulo  leads,  making  approxi- 
mately 45  percent  of  the  cigarettes.     Important  mechanically  operated, 
cigarette  factories  are  also  located  in  tho  thriving,  inland  towns  of 
Santa  Cruz  and  Belo  Horizontoj  in  important  seaports  stretching  from 
Rio  Grande,  in  the  extreme  south,  to  Belom,  in  the  far  north;  and  in 
Manaus,  1,000  miles  up  tho  Amazon  River, 

Brazil^s  production  of  machine-made  cigarettes  is  now  more  than 
double  prewar  levels.    Cigarette  production  in  1948  totaled  28,737  million 
pieces,  compared  with  27,444  million  pieces  in  1947  and  an  average  of 
13,620  million  pieces,  annually,  during  the  7-year  period,  1933-39* 

The  steady  rise  in  consumption  of  machine-made  cigarettes  has  been 
brought  about  principally  by  tho  increased  purchasing  power  of  consumers 
and  the  rise  in  the  number  of  smokers  of  cigarettes. 
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Brazil:    Cigarette  manufacture  by  States,  1948,  with  comparisons 


State  '  Average  =  ^^^^  '  1945  j^^j  ■  ^.^^q 
 ;  1933-39    ;  ;  __j  : 


:  Million  :  Million  :    Million  :  Million  :  Million 

:  pieces  :  pieces  :      pieces  :  pieces  :  pieces 

Federal  District—:  4,-872  :  6,409  :    '    6,633  :  7,963  :  8,633 

Sao  Paulo  — :  4,993  :  9,5^6?  :      10,822  :  12,20§  :  12,703 

Pernanbuco—  -:  1,211  :  2,01^  :        2,4^9  :  2,^91  :  2,580 

Rio  Grande  do  Sul-:  834  :  1,446  :    ■    1,94^  :  2,171  :  2,442 

Bahia—  — :  746  :  988  :        1,082  :  1,137  :  971 

Minas  Gerais  :  413  :  624  :           71^  :  70^  :  74O 

Others  -  - :  ^^1  :  586  :  ^73  ;  672  :  668 


Total  :      13,620  :      21,637  :      24,229  :      27,444  :  28,737 


Office  of  Foreign  Agricultural  Relations.    Compiled  from  records  of  the 
Brazilian  local  government  departments  and  tobacco  trade. 

During  World  War  II,  there  was  a  definite  shift  in  consumer  preference 
from  the  dark,  cigar-type  cigarettes,  from  dark, smoking  tobacco  for  roll- 
your-own  cigarettes,  and,  to  a  lesser  extent,  from  "Virginia"  type  cigarettes 
to  the  United  States  type,  blended  cigarettes.    .During  recent  years,  this 
preference  became  more  pronounced.    Hovrovor,  duo  to  the  shortage  of  dollar 
exchange  which  began  in  1947  and  is  now  more  acute,  imports  of  United  States 
leaf  have  been  curtailed  and  inventories  are  getting  low, 

Ifciny  now,  domestic-blended  cigarettes,  packed  principally  in  American- 
style,  20's-cup,  paper  packets--boaring  typical  i'lmerican  names,  such  as 
Lincoln,  Broadway,  Dixie,  Hollywood,  and  Richmond— are  being  marketed  in 
American- type  cartons.    Some  of  those  native  blonds  have  been  specially 
treated  in  an  endeavor  to  obtain  the  taste  and  aroma  of  the  United  States 
type,  blended  cigarettes.-  Although  many  of  the  20»s-cup  packets  are  compar- 
able to  United  States    packets  for    popular  cigarettes,  the  blonds  are  not. 
However,  many  cigarette  manufacturers  deem  the  long-term  outlook  to  bo 
favorable,  and  they  are  investing  considerable  capital  for  expansion  of 
facilities. 

Brazil's  cigar  industry  is  chiefly  centered  in  the  State  of  Bahia,  where 
dark,  a  in- cured  cigar  types  of  leaf  tobacco  are  grown  on  hundreds  of  farms. 
This  district  has  accessible  transportation  facilities  and  abundant  labor. 
About  six  manufacturers  have  the  bulk  of  the  machine-made  cigar  business, 
although  common  and  crude  cigars  are  made  in  thousands  of  homes  scattered 
throughout  the.  country.    The  output  of  cigars,  as  reported  for  internal 
revenue  tax  purposes,  averaged  about  I80  million  pieces  annually  during  the 
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193^-39  period,  approximatoly  7^  percont  of  which  camo  from  tho  State  of 
Bahia.    Official  figures  for  tho  total  current  production  are  not  available, 
but  tho  trade  reports  a  decrease  in  Bahia  from  a  ^-y-Qar  annual  average 
(1942-46)  of  163,146,000  piOoes  to  1^7^,761,000  and  131,90^,000  pieces, 
respectively,  in  1947  and  1948.     It  is  further  reported  that  this  decrease 
is  general,  resulting  from  the  consumer  shift  to  cigarettes  and  the  decline 
in  exports  due  to  exchange  difficulties, 

For  the  same  reasons,  the  manufacture  of  cut  tobacco  in  Brazil,  although 
steady  during  recent  years,  is  expected  to  decrease.  .  During  1948,  the  out- 
put was  2,502,000  pounds,  compared  with  2,4^8,000  pounds  in  1947  and  an 
annual ; average  of  about  2,800,000  pounds  for  tho  5-years,  1935-39* 

The  production  of  snuff  and  plug  tobacco  are  of  little  commercial  impor- 
tance. 


Exports  of  Brazilian  Tobacco  and  Tobacco  Products 

Brazil  retained  Its  place  as  South  America's  largest  exporter  of  leaf 
tobacco  during  1948,  with  exports  totaling  54,789*000  pounds.    This  total 
v\ras  34  percent  loss  than  that  of  1947,  but  it  was  28  percent  larger  than 
the  5-yQQ.r,  1940-44,  average.    The  principal  outlets  were  Argentina,  Spain, 
and  tho  Netherlands » 

The  high  light  of  Brazil's  loaf  export  trade  during  1948  was  the 
resumption  of  shipments  to  Germany  for  the  first  time  .since  1940.  Since 
Germany  vra.s  Brazil's  largest  outlet  for  leaf  tobacco  in  prewar  years,  this 
brightened  the  outlook  for  Brazilian  leaf -tobacco  exporters,  whose  deter- 
mined efforts  to  regain  the  European  trade  lost  during  World  War  II  vrere 
greatly  handicapped  by  the  adverse  exchange  situation. 

Exports  of  leaf  tobacco  consisted  mainly  of  dark,  air-cured  cigar  types, 
produced  chiefly  in  the  State  of  Bahia,  and  light,  air-cured  varieties 
grown  principally  in  the  State  of  Rio  Grande  do  Sul.    Small  shipments  of 
domestic  United  States  type,  flue-cured  leaf  tobacco  were  made  from 
Rio  Grande  do  Sul  but  it  is  not  likely  that  substantial  quantities  will  be 
exported  until  tho  quality  and  flavor  are  comparable  to  leaf  tobacco  grown 
in  tho  United  States. 

Exports  of  cigars  from  Brazil  during  1948  aro  estimated  at  1,360, 000 
pieces,  compared  with  5*368sOOO  pieces  in  1947, and  an  annual  average  of  j|| 
3,512^000  pieces  for  tho  ^--yoars,  1935-39.     The  most  important  outlets  were 
Argentina,  Spain,  and  tho  Dutch  West  Indies.  -Exports  of  twist  tobacco 
during  1948  aro  estimated  at  1,082,000  pounds,  compared  with  1,323,000 
pounds  in  1947  and  an  annual  average  of  1,139,000  pounds  for  tho  5-years, 
1935-39.    Uruguay  is  Brazil's  host  market  for  twist  tobacco.    Exports  of 
other  tobacco  products  from  Brazil  aro  negligible. 

Several  varieties  of  Brazil's  medium  class  cigars  and  leaf  tobacco 
(particularly  dark  air-cured  but  also  light  air-cured  types)  have  very  good 
export  possibilities,  especially  whore  price  is  the  principal  factor,  Long- 
tem  prospects  aro  favorable,  but  the  immediate  outlook  is  clouded  by  tho 
adverse  foreign  exchange  situation. 


-  END  - 
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The  Market  for  United  States  Tobacco  in  France  1^ 


"by  J,  Barnard  Gibhs 

Agricultural  Econcmist 


The  mrket  in  19^8  for  United  States  tobacco  in  France  was  at  an  all 
time  low  except    for  certain  war  years.    A  substantial  volme  of  sales  were 
made,  during  the  first  half  of  I949  and  present  indications  are  that  further 
sales  of  United  States  leaf  during  the  iq49-50  fiscal  year  will  be  oossible. 
Fucure  dovelopnonts  vdll  probably  depend  on  the  relative  success  of' the 
Recovery  Program  in  Errope,  the  rapidity  of  the  reco/ery,  and  the  ability  of 
United  States  tobacco  growers  to  compote  on  a  price  basis  with  leaf  from 
o-Gher  sources.    In  addition  to  tho  decline  in  total  sales,  rhich  began  in 
1947,  til  ere  has  been  a  substantial  shift.  awa.y  from  Urited  State's  fire-cured 
types  TAhich  have  traditionally  comprised  mo.-t  of  the  United  States  tobacco 
exports  to  France  and  it  now  appears  that  there  might  bo  some  further  chanpe 
m  this  direction  • 

France's  official  import .  statistics  show  only  3S^000  pounds  of  United 
States  leaf  imported  in  I948  as  compared  with  the  prewar  193^-39  averare  of 
about  20,000,000  pounds.    The  practical  disapoearanco  of  imports  from  the 
United  States  in  I949  resulted  partly  from  France»s  shortage  in  dollar  exchange. 
As  a  result  of  "the  shortage  mfcloh  became  evident  in  I947,  the  country  is 
encouraging  increased  domestic  production  of  tobacco  and,  in  the  case  of  imports 
IS  following  a  policy  of  buying  maximum    quantities  of  leaf  from  soft  currency  ' 
countries,  particularly  Turkey  and  Greece. 

There  xvas  some  relaxation  of  the  rigid  restriction  on  the  use  of  dollars 
for  tobacco  imports  during  the  first  half  of  I949  and  aoont  13,000,000  pounds 
of  United  States  loaf  was  purchased.    It  now  appears  that  purchases  will  be 
continued  during  the  years  immodiately  following  I949.    They  are  expected 
to  be  restricted,  howuver,  until  there  is  a  substantial  imnrovement  in  France's 
dollar  exchange  position. 


1/  Prelir.dmry  report  of  a  study  of  foreign  market  outlets  and  competition 
with  United  States  tobacco,  conducted  under  the  provisions  of  tho  Research 
and  Marketing  Act. 


Prospects  for  an  improvement  in  the  exchange  position  are  not  entirely 
blank.    It  is  conceivable  that  dollars  now  needed  to  pay  for  certain  import 
items  other  than  tobacco  mil  be  less  as  recovery  in  Europe  progresses. 
This  alone  would  tend  to  improve  the  si'buation  so  far  as  tobacco  imports 
are  concerned;  and  if  the  oountry»s  exports,  and  particularly  exports  to 
the  United  States  and  other  dollar  areas,  can  be  increased  France  will  be 
able  to  resume  a  more  nearly  normal  import  program,  including  imports  of 
United  States  tobacco  at  about  the  prewar  level.    This  is  the  general  goal 
tow3.rd  which  the  Economic  Cooperation  Administration  is  working  for  all 
imports*  and,  if  it  is  accomplished  by  19^2-^^,  there  should  be  no  long  term 
harm  to  the  United  States  market  for  tobacco  in  France,    If,  hoxvever,  the 
unfavorable  condition  of  France's  dollar  exchange  extends  materially  beyond 
19^2-^3  and  the  market  for  United  States  tobacco  remains  restricted  until 
the  dollar  situation  is  improved,  there  could  be  a  permanent  curtailment 
of  the  demand  for  United  States  tobacco.    Consxmaers  would  have  become 
accustomed  to  products  containing  oriental  loaf    ana  other  types  of  tobacco 
which  would  be  imported  in  place  of  United  States  leaf  and  at  best  they 
would  probably  be  slow  in  resuming  consumption  of  traditional  products 
containing  United  States  leaf. 

The  price  factor  in  sales  of  United  States  tobacco  to  Frf!.nce  has 
always  been  important  and  becomes  more  significant  in  times  of  dollar 
exchange  difficulties.    The  backbone  of  the  country's  tobacco  industry  has 
been  and  is  expected  to  continue  to  be  its  domestic  production  of  leaf, 
and  leaf  available  from  its  overseas  territories,  particularly  Algeria, 
This  tobacco  is  comprised  of  strong  dark  air-cured  types  and  the  major 
import  need  is  for  low  priced  dark  tobaccos  tliat  mil  blend  with  it.  In 
prewar  years  the  demand  TvT3.s  principally  for  United  States  dark  fired  types 
and  for  dark  or  light  air-cured  leaf  from  Hungary,  Latin  America  and  the 
Netherlands    Indies,    There  was  a  strong  preference  for  United  States  fire- 
cured  tobacco  and  it  accounted  for  about  60  percent  of  all  tobacco  imports 
from  areas  other  than  French  overseas  possessions.    Purchases  from  other 
sources  were  made  largoljr  because  of  price  considerations. 

Stocks  of  United  States  fire-cured  tobacco  in  France  were  exhausted 
during  the  var  years  and  French  tobacco  products  were  made  almost  exclu- 
sively fron  domestic  leaf  and  air-cured  types  available  in  Europe.  This 
resulted  in  a  somewhat  lighter  smoke,    Consimers  became  accustomed  to  it 
and  have  continued  to  prefer  it.    As  a  consequence  the  ojnount  of  United 
States  fire-cured  types  of  tobacco  novr  desired  in  most  of  the  tobacco 
products  produced  in  the  country  is  below  prewar  proportions.    The  cur- 
tailm.ent  of  imports  of  United  States  fire -cured  leaf  since  1946,  the 
inclusion  of  relatively  large  quantities  of  United  States  Burley  tobacco 
in  1946  and  194?  imports,  (which  was  purchased  partly  as  a  result  of  price 
considerations),  and  greatly  increased  imports  of  oriental  types  of  tobacco 
has  further  raodified  the  public's  taste  for  fire-cured  leaf.    It  is  probable 
that  in  future  years  France's  demand  for  United  States  fire-cured  tobacco 
will  be  considerably  below  that  of  prewar  years. 
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^nhno.n'*^'"'/°"'^''\^*i""  between  the  United  States  dark  and  light  air-cured 

LoLrthr.  tr""'"\^i^"'"'  '^^^^  ^^-^^  ^^^^^  ^^^^^  probabl^  be 

keener  than  the  competition  has  been  between  United  States  fire-curod  and 

tllln^lr  taste  of  fire-cured  tobacco  and  since  French  domestic  leaf  has 
a  strong  taste  and  aroma,  the  import  demand  will  be  for  any  dark  or  light 
resultLl  f^^'o^'.^":.'  -ill^blend  with  it.    Assuming  no  parent  dIf?Lu  t'JL 
resulting  from  shortages  m  exchange,  the  selection  of  sources  of  supply 

"rienll  WoeTof  P^^^  °"  P^^^^  considerations! 

tLTn^Ltlv  Jfi  '°         ''^""^  "^"^^  ^^^'^  leaf;  and,  since 

inlhri^jLj  ti  l  substantially  above  air-cured  types  available 

competiMon  sources,  ^ey  should  offer  but'Tlmited 

'^TiiTiiar  r^oi  E:s:Xe^^:^■^^'^°"  '-^^^^  ^^^^^^  ^-^^^^^ 

tinue  to'ho  ^!!°  France's  tobacco  industry  is  expected  to  con- 

..Tlr^      t  production  of  dark  types  in  metropolitan  France 

and  France.s  overseas  territories,  there  are  only  limited  possiMlities 

tobacco'"nrr°"        ^!;^°°-^^-y'^  consumption  of  United  States  flue-cu^ed 
tobacco  and  for  oriental  leaf  in  straight  oriental  cigarettes.    There  is 
only  a  very  limited  demand  for  straight  oriental  cigarettes.     There  La 
relatively  strong  public  demand  for  United  States  blended  t^pe  cigarettes 

f  U^  Sd  -S^?es  ?^u:'''''f ^^'^^^^^^^^  oigarett??!  ^Q^^ntit  3 
sLnJtiV.     ?        f-ue-cured  tobacco  needed  in  these  products  is  now  sub- 
stantially above  prewar  and  some  further  increase  is  possible.    As  exchans-e 

r.T'*^'''?  ^h'^  straight  nue!cu^ed  ^ 

except    In  2me^  ?  ^^S^^^^^^t  on  Tariffs  and  Trade,  Prance  is  committed. 

;ord:  orcrg:::tr:s\^ntra!!yf ^^-^^^^  approxi^tely  3,000,005 

^eT:s^^;35:3r:nn^^^^^^^^  ----  .;/thf 

^J^^  ^""^^  ^J'^^^®  ^  ^  sharp  increase  in  domestic  production  over 

s^loll  '"P^^'^''  mintained  or  increased  sligSly 

otJr?  ^         country's  exchange  situation  remins  unfavorable.    On  the 
other  hand    an  improvement  in  the  exchange  position  might  result  in  a 
substantial  reduction  in  the  domestic  crop.    The  increase  In  production 
has  been  achieved  through  high  prices  to  farmers,  including  parents  ?or 

l?™fTr  iheTo^R'^"^'  '^^T'         '"^^^  productiLf'^^JcSs  to 
lame.s  for  the  I948  crop  were  above  prices  paid  in  the  United  States  and 

^^''^^'^^  generally  comparable  vath  that  grov^ In  France 

dom^st  c  leaf°i^  Monopoly's  cosro?* 

domestic  leaf  is  also  greatly  increased  by  handling  charges  and  the  amount 
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of  s-uparvision  that  must  be  maintained  to  control  prodiAction  and  make 
certain  that  all  tobacco  groTwn  in  the  country  is  delivered  to  the  Monopoly. 
Consequently,  if  -  foreign  exchange  is  readily,  available,  the  Monopoly  for 
financial  reasons  would  probably  prefer  to  import  one-half  or  more  of  the 
country^s  tobacco  requirements.    Imports  are  also  desired  to  ens-ble  the 
manufacture  of  better  tobacco  products  th^n  can  be  made  solely  from 
French  types  of  tobacco. 

Table  l.-France:    Production  and  imports  of  tobacco  from  the 
United  States  and  other  sources,  average  1935" 39# 
annual  194^-48. 


II\/[PORTS 


Overseas  '  Total 

Domestic         Terri-    United    Latin        Oriental2/All  -  All 
Productionl/  tories    States    America    CountricT  Other.  Sources 


million 

million  million 

million 

million 

million  million 

poimds 

pounds 

pounds 

pounds 

pounds 

pounds 

pounds 

Premr 

1935-39  Av, 

62.0 

25.6 

20.1 

2.4 

2.6 

8.7 

121,4 

1945 

57.6 

5,2. 

51.7 

3.4 

1.8 

.2 

119.9 

1946 

77.7 

3.5 

29.3 

38.0 

3.0 

8.2 

159.7 

1947 

96.4 

18.0 

13.6 

35«.o 

1.3 

.6 

164.9 

1948 

89.1 

11.5 

3/ 

5.9 

7.5 

3.2 

117.2 

1/  Storage  order  weights, 

7/  Oriental  type  tobacco -producing  countries;  principally  Turkey,  Greece, 

"~   and  Bulgaria. 

3/  Less  than  50»000  pounds. 

Table  1  also  shows  that  from  1945  through  I948  imports  from  French 
overseas  territories  wore  substantially  below  the  prewar  level.    This- has 
resulted  because  of  decreased  production  in  the  territories,  and  larger 
proportions  of  their  leaf  being  retained  for  home  consmption. 

Imports  from  tho  United  States  wore  down  sharply  in  1947  ^^-^d  1948 

.!SLS  a  result  of  tho  shift  in  1947  to  lower  nriccd,  Latin  Araorican„tobacco  , 
and  in  I948  tho.  shift  to  oriental  type  leaf,  particularly  froa  Turkey  and 

Greece.     ITie  shift  to  oriental  types  is  attributed  to  shortage  in  dollar 

exchange  for  the  purchase  of  United  States  and  Latin  American  tobacco  and 

France's  dosire  to  support  the  European  Recovery  Program  through  increased 

trade  with  Turkey  and  Greece,  who  are  included  in  the  countries  participating 

in  ihe  program.    It  is  expected  that  imports  of  oriental  typos  of  tobacco 

•will  be  maintained  or  increased  for  tho  duration  of  the  Recovery  Program, 
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Increases  in  over-all  supplies  of  tobacco  have  been  needed  for  stock 
replacement  and  increased  consumption.    Stocks  held  in  France  by  the  . 
Monopoly  at  the  close  of  the  war  were  practically  exhausted.    For  the 
years  194^  through  1947»  total  supplies  made  available  exceeded  consvimp"cion 
requirements.    In  1946  consumption  ms  only  about  2/3  of  the  prevra.r  level 
of  about  122,000,000  pounds.    It  rose  to  near  the  preimr  level  in  194? 
and  exceeded  it  in  1948  liihen  it  reached  nearly  14^,000,000  pounds. 

Prices  for  French  tobacco  products  were  increased  substantially  in 
September  1948  and  consumption  during  the  last  quarter  of  the  year  was 
ourtail^d.    Sales  of  products  during  the  first  half  of  1949  were  somewhat 
below  the  corresponding  months  in  1948.    Some  increase  in  sales  is  now 
apparent,  however,  and  consumption  for  the  year  is  expected  to  approximate 
the  1948  level. 
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"FOREIGN  MilRKET  NOTES— TOBACCO 

The  tfarket  for  United  States  Tobacco  in  the  Netherlands  l/ 

by  J,  Barnard  Gibbs 

Agricultural  Eoonomist 

1 

The  Netherlands  has  been  an  important  market  for  all  of  the  principal 
export  typos  of  United  States  tobacco.    Currently,  there  may  be  some  concern' 
over  the  shift  by  the  country  to  increased  imports  of 'leaf  from  soft  currency 
areas,  but  this  is  not  expected  to  result  in  a  permanent  reduction  in  the 
demand  for  United  States  leaf.    It  still  enjoys  a  strong  preference  among 
cons\amers  and,  as  recovery  in  Europe  progresses,  sales  to  the  Netherlands, 
for  soma  years  at  least,  should  continue  close  to  or  above  the  irarcodiate 
prewar  level.    Over  the  long  term,  the  volume  of  United  States  tobacco  exports 
will  depend  on  price  competition  with  loaf  from  other  sources.    If  present 
trends  continue  there  nay  be  some  further  shift  from  United  States  dark  fire- 
cured  and  dark  air-cured  type^  to  flue-cured  and  Barley, 

Since  tho  war  total  imports  of  leaf  tobacco  and  consttmption  of  tobacco 
products  in  the  Netherlands  have  been  below  the  prewar  level.    All  tobacco 
products  were  rationed  to  consumers  during  and  following  the  war  and  the 
rationing  of  cigarettes  and  smoking  tobacco  was  contiEDued  until  July  1,  1949* 
Leaf  supplies  have  been  allocated  among  individual  manufacturers  in  accordance 
with  their  prewar  takings.    Loaf  available  for  the  I949-50  fiscal  year  will 
be  only  slightly  above  quantities  available  during  the  preceding  12  months. 
Pricos  for  tobacco  products  are  being  maintained  at  a  high  level  txnd  it  is 
anticipated  that  consumer  demand  in  1949-^0  will  not  exceed  available  supplies 
of  products. 

As  a  result  of  the  postwar  restrictions  on  imports  of  tobacco,  tho  volume 
of  leaf  imported  from  the  United  States  has  not  been  greatly  different  from 
prewar  imports,  except  in  1947  -v^^len  total  leaf  imports  were  relatively  high. 


1/  Preliminary  report  of  a  study  of  foreign  imrket  outlets  and  competition 
wilh  United  States  tobacco,  conducted  under  the  provisions  of  the  Research 
and  Marketing  Act, 


It  is  significant,  however,  that  imports  from  the  United  States  have 
represoated,  as  a  result  of  consumer  preference,  a  much  larger  proportion 
of  total  iraports  than  -was  the  case  in  premr  jrears .    During  the  pre-TO.r 
period,  1935  through  1938,  approxiimtely  27  percent  of  leaf  tobacco  imports 
into  the  Netherlands  were  from  the  United  States,  4^  percent  from  Indonesia, 
17  percent  from  Latin  America,  and  the  remaining  11  percent  from  a  number 
of  other  sources,  including  Turkey,  Greece,  and  Bulgaria,    Since  the  v^r, 
imports  from  Indonesia  have  been  limited  as  a  result  of  decreased  production 
in  the  islands.    In  I946  and  1947  the  United  States  supplied  much  of  the 
deficits  resulting  from  the  reduction  in  imports  from  Indonesia,  and  its 
portion  of  total  imports  was  increased  to  about  7^  percent,    Latin  America 
supplied  18  percent;  Indonesia,  2  percent;  and  other  countries,  only 
5  percent. 

As  a  result  of  the  daortage  in  dollar  exchange,  which  became  acute 
in  1948,  the  United  States'  share  of  total  imports  dropped  to  about 
50  percentj  and  a  further  decline  is  in  prospect  for  1949*  Relatively 
large  quantities  of  oriental  type  tobacco  imported  from  Turkey,  Greece, 
and  Yugoslavia,  and  flue-cured  and  dark  types  from  Southera  Rhodesia, 
Hungary,  and  Italy,  are  currently  being  purchased  in  place  of  United  States 
leaf.    Imports  from  these  countries,  which  in  1946  and  1947  represented 
only  5  percent  of  the  total,  are  expected  to  account  for  about  40  percent 
in  the  1 949-^0  fiscal  year. 

The  quantity  of  oriental  type  tobacco  now  being  imported  is  above 
requirements  for  use  in  blended  cigarettes.    Largo  proportions  are  being 
used  in  sm.oking  tobacco  mixtures;  and  it  is  anticipated  that,  beginning 
in  July,  the  allocation  of  tobacco  to  cigarette  imnufacturers  will  include 
such  a  large  amount  of  oriental  leaf  that  they  v.dll  be  forced  to  increase 
their  production  of  straight  oriental  cigarettes  to  about  20  percent  of 
their  total  output.     This  will  be  in  sharp  contrast  vdth  production  during 
the  past  year  or  more  about  75  percent  of  which  was  blended  cigarettes, 
25  percent  straight  flue-cured  and  insignificant  quantities  of  straight 
oriental.    Consumers  generally  object  to  products  containing  high  percentage 
of  oriental  tobacco  an  d, particularly,  having  to  accept  straight  oriental 
cigarettes  in  place  of  the  preferred  blended  and  straight  flue-cured  types. 
It  is  now  believed  that  their  objection  will  continue  through  the  current 
unstable  financial  period  and  that  the  preference  for  United  States  leaf 
will  be  maintained. 

As  the  result  of  a  shift  in  consumer  preference,  there  is  a  demand 
in  the  Netherlands  for  fewer  cigars  and  more  cigarettes  and  cut  tobacco. 
Pipe  smoking  is  losing  ground  to  "roll  your  own  cigarettes"  and  there  is 
a  general  trend  to  lighter  types  of  tobacco  products.    Consequently,  the 
demand  for  United  States  fire-cured  and  dark  air-cured  types  of  tobacco 
may  continue  below  that  of  prewar. 
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With  the  return  of  more  noimal  exchange  conditions,  the  demand 
for  United  States  fluo-cured  and  Burloy  leaf  will  probably  exceed  premr 
for  at  least  a  few  years.    Price  considerations  will  be  a  factor  and 
prospects  of  sales  vdll  gradually  decline  unless  the  tobacco  can  be 
mde  avo-ilable  at  prices  generally  comparable  with  someT^i-iat  similar 
loaf  from  other  sources,    Burley  will  have  to  compete  with  air-cured 
typos  from  Indonesia  and  certain  Latin  American  countries.  United 
States  flue-cured  may  have  loss  competition  since  there  is  decided 
preference  for  it  over  flue-cured  tobacco  available  from  other  sources. 

The  follovdng  tabulation  shows  imports  of  leaf  tobacco  into  the 
Netherlands  from  the  United  States  and  all  other  sources,  prewar 
19 3'?- 39  average,  and  I946  through  I948. 


Average 

1946 

1947 

1948 

million 

million 

million 

million 

pounds 

pounds 

pounds 

povinds 

United  States 
All  others 

17.9 
49.4 

20,0 

58.3 
17.9 

17.1 
18.7 

Total 

67.3 

24.0 

76.2 

35.8 

—J 
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FOREIGN  MRKET  NOTES— TOBACCO 
The  Earket  for  United  States  Tobacco  in  Ireland  1/ 


by  J,  Barnard  Gibbs 
Agricultural  Economist 


During  the  1948-49  fiscal  year,  sales  of  United  States  leaf  tobacco  to 
manufacturers  in  Ireland  v/ere  at  a  near  record  level,    SoF.e  decline  is  probable 
in  1949-^0,  but  sales  are  expected  to  remain  well  above  prewir. 

There  is  only  a  limited  production  of  tobacco  in  Ireland,  and  for  many 
y3ars  tobacco  products  consumed  in  the  country  have  been  made  almost  exclusively 
from  United  States  leaf,  principally  flue-cured.    Consumers  have  objected  to  the 
substitution  of  supplies  of  leaf  from  other  sources;  and,  since  about  one-fourth 
of  -the  revenue  of  the  Irish  Govemirdnt  is  derived  from  duties  and  taxes  on 
tobacco,  the  use  of  United  States  leaf  is  encouraged  to  enable  manufacturer., 
to  make  products  desired  by  consumers.    This  places  United  States  leaf  in  a 
favorable    position  and,  except  for  some  uncertainty  regarding  Ireland»s 
ability  to  obtain  dollars  for  use  in  purchases  from  the  United  States,  the 
outlook  for  continued  sales  is  favorable. 

Currently,  Ireland  is  confronted  with  a  shortage  in  dollar  exchange.  Its 
Government  has  considered  substitute  sources  for  tobacco,  suggesting  small 
imports  of  oriental  leaf  from  Turkey  and  Greece  and  the  obtaining  of  part  of 
the  country* s  requirements  of  flue-cured  leaf  from  Southern  Rhodesia  and  other 
British  Empire  countries.    With  respect  to  the  latter,  it  has  suggested  a  duty 
preference  of  about  $0.30  per  pound  which,  Irish  officials  have  stated,  would 
be  necessary  to  enable  manufacturers  in  the  country  to  obtain  Southern  Rhodesian 
leaf  at  prices  comparable  vdth  prevailing  prices  for  flue-cured  leaf  in  the 
United  States,    Reactions  to  these  proposals  have  been  unfavorable  and  manu- 
facturers have  been  permitted  to  continue  to  use  United  States  leaf  almost 
exclusively.    Currently,  sales  of  United  States  tobacco  to  Ireland  are  financed 
by  ECA  loans  and  it  is  beliovod  that,  with  only  a  reasonable  degree  of 
improvement  in  the  country's  economic  position,  it  will  be  able  to  provide 


1/  Preliminary  report  of  a  study  of  foreign  market  outlets  and  competition 
with  United  States  tobacco,  conducted  under  the  provisions  of  the  Research 
and  Marketing  Act, 


dollars  for  tobacco  imports.    Improvement  in  the  dollar  exchange  position 
to  the  extent  hoped  for  through  the  European  Recovery  Program  should 
eliminate  any  necessity  for  a  shift  from  the  United  States  to  other  sources 
of  supply. 

The  Government  of  Ireland  now  controls  supplies  of  tohacco  available 
to  manufacturers  through  allotment  of  foreign  exchange  for  imports  of  leaf, 
and  by  regulations  iffhich  specify  monthly  utilization  of  leaf.  Individual 
manufacturers  are  permitted  to  select  quantities  and  desired  types  and  grades 
of  tobacco  tha.t  can  be  obtained  mthin  exchange  allotments  granted  them. 
Monthly  utilization  for  the  entire  industry  is  fixed  as  a  percentage  of  average 
monthly  consumption  in  the  country  during  the  12  months  from  April  1939  through 
March  1940 .j  She  quantity  alloted  to  individual  manufacturers  is  fixed 
approximately  in  accordance  -with  historic  takings.    For  some  time  prior  to 
February  19^9*  monthly  utilization  for  the  industry  ms  held  at  110  percent 
of  average  monthly  consi-imption  during  the  1939"40  bass  period.  Since 
February  it  has  been  12^  percent  of  the  base  period.    The  increase  ms 
permitted  primarily  to  enable  manufacturers  to  more  nearly  meet  consumer 
demands  for  tobacco  products.    Prior  to  the  increase,  retail  outlets  were 
frequently  mthout  supplies  of  products.    This  situation  has  improved 
somewhat  since  tlie  increase,  but  the  demand  is  still  believed  to  be  somewhat 
above  quantities  produced. 

The  follovdng  tabulation  shows  imports  of  leaf  tobacco  into  Ireland  from 
the  United  States  and  all  other  sources,  prewar  1935-39  average,  and  1946 
through  1948 # 


1935-39 
million 
?  pounds  : 

1946 
million 
pounds 

1947 
million 
;  pounds 

194« 
million 
:  pounds 

United  States 

11.0 

15.3 

14.2 

12.3 

All  others 

1.3 

.2 

.2 

.2 

Total 

12.3 

15.5 

14.4 

12.5 
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The  Market  for  United  States  Tobacco  in  Belgi-uin 
and  Luxemljoiirg  1/ 

by  J,  Barnard  Gibbs 
Agricultural  Economist 

Prospects  are  favorable  for  a  continued  high  level  of  sales  of  United 
States  tobacco  in  Belgium  and  Luxembourg,    These  countries  nonnally  depend 
on  imports  for  about  three-fourths  of  their  tobacco  requirement;  and,  since 
the  war,  imports  from  the  United  States  have  accounted  for  about  one-half 
of  total  imports,  as  contrasted  with  one-third  of  the  total  in  prewar  years. 
Present  indications  are  that  imports  from  the  United  States  will  continue 
at  about  the  postwar  level  so  long  as  United  States  leaf  can  compote  on  a 
price  basis  with  somewhat  similar  tobacco  from  other  sources. 

Unlike  most  of  the  other  countries  in  Western  Europe,  Belgium  and  Luxem- 
bourg have  a  net  export  surplus  of  goods,  and  consequantly  obtain  sufficient 
foreign  exchange  to  pay  for  imports.    Their  export  surplus  is  to  other  than 
dollar-area  countries,  but  conditional  aid  provided  by  ECA  enables  them  to 
convert  part  of  their  soft  currencies  to  dollars.    Consequently  they  are 
better  able  than  other  Western  European  coiintries  to  purchase  needed  imports 
from- the  United  States  an<i  other  dollar  areas.     In  general  tobacco  manu- 
fa,cturers  in  these  countries  are  provided  vrith  adequate  foreign  exchange, 
and  are  not  restricted  in  sources  of  loaf  supply.    They  are  also  permitted 
to  select  types  and  qualities  needed  to  meet  consumer  demand,    A  shift  in 
demand  from  cigars  and  cigarettes  and  smoking  mixtures  containing  dark  and 
heavy  tobaccos  to  lighter  types  of  cigarettes  and  smoking  mixtures  have 
favored  increased  sales  of  United  States  leaf,  particularly  flue-cured  and 
Bxirley,    Competition  in  the  tobacco  manufacturing  industry,  hov;ever,  is 
exceptionally  keen  and  individual  manufacturers  are  constantly  looking  for 
lovrer  priced  usable  leaf.     Q:uality  is  frequently  sacrificed  for  reason  of 
price,  and  purchases  are  sometimes  shifted  from  the  United  States  to  other 
stirplus  tobacco-producing  countries  where  prices  are  lov/er. 


4/    Prelimimry  report  of  a  r.tudy  of  foreign  market  outlets  and  competi- 
tion vrith  United  States  tobncco,  conducted  under  the  provisions  of  the 
Research  sjid  Marketing  Act, 
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Dtiring  the  prewar  years,  1935-39»  alsout  one- third  of  Belgian  and 
LuxemlDourg  leaf  toliacco  imports  were  from  the  United  States,  Approximately 
one-third  came  from  Indonesia  and  the  remainder  from  other  soTirces,  including 
supplies  from  most  of  the  other  surplus  totacco  producing  countries  of  the 
world.    Consumption  of  toTjacco  products  in  the  countries   v/as  comprised  of 
about  60  percent  smoking  mixtures,  27  pcrdent  cigarettes  and  I3  percent  cigars. 
D\iring  those  years,  about  one-half  of  the  tobacco  imported  from  the  United 
States  was  fire-cvired  and  dark  air-cured,  lai'gely  for  use  in  smoking  mixtures. 
The  other  half  was  flue-cured,  Burley  and  Mai^and,  used  largely  in  cigarettes. 

Since  the  war,  cigars  have  dropped  to  about  6  percent  of  total  consumption, 
and  cigarettes  and  smoking  mixtures  each  comprise  about  k]  percent  of  the 
total.    The  large  increase  in  cigarette  consumption  and  a  shift  to  lighter 
types  of  smoking  mixtures  has  resulted  in  a  decline  in  the  countries' 
requirements  for  United  States  fire-cured  and  dark  air-cured  leaf.  This 
has  been  more  than  compensated  for,  however,  by  a  large  increase  in  re- 
quirements for  flue-cured,  and  a  moderate  increase  in  requirements  for 
Burley  and  Maryland,    The  preference  for  United  States  flue-cured  tobacco 
over  somev/hat  similar  leaf  available  from  other  sources  places  it  in  a 
relatively  favorable  competitive  position,    Burley  and  Maryland,  hovrever, 
meet  strong  competition  v/ith  air-cured  types  available  in  Latin  America, 
Indonesia,  and  other  sources  of  supply. 

The  following  tabulation  shovrs  supplies  of  tobacco  made  available  in 
Belgium  and  Luxembourg,  1935-39  average,  I9U6,  19^4-7  and  19^8, 


1935-39 
Average 
Million 
Pounds 

Million  ^ 
Pounds 

19^7 

Million 

Pounds 

Million 
Pounds 

Domestic  production  l/ 
United  States  leaf 
All  others 

11.5 
13.2 
2U.7 

23.5  ' 

19.0 

16,^ 

ll.g 
25.3 

i5.:3 

5.6- 

2S.U 
12. g 

Tot^al 

5S.g 

52. u 

U6,S 

1/    Approximate  weight,  storage  order  basis. 
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The  Market  for  United  States  Tobacco  in  Sweden  l/ 


by  J,  Barnard  Gibbs 
Agricultural  Economist 

Prospects  are  favorable  for  a  continuation  of  substantial  sales  of 
United  States  tobacco  in  Sv^eden.     The  country  has  only  a  limited  commerical 
production  of  leaf  tobacco;  its  per  capita  consumption  of  tobacco  is  high, 
and  consumers  have  a  stron^^  preference  for  products  containing  United  States 
leaf.    Furthermore,  the  tobacco  business  in  Sv/eden  is  handled  b-"  a  govern- 
ment monopoly  and  provides  a  large  part,  of  the  revenue  needed  for  government 
expenditures.    The  country'-,  like  most  other  European  areas,  is  going  through 
a  period  of  incre^^sed  import  demands  for  many  items  supplied  by  the  United 
States  and,  despite  loans  from  the  Economic  Cooperation  Administration,  it 
has  had  difficulty  in  balancing  its  dollar  exchange  account.    It  is  signifi- 
cant, hovrever,  that  during  this  period.  Svfeden  has  considered  it  advisable 
to  continue  a  relatively  high  level  of  tobacco  imports  from  the  United  States, 
Imports  in  I9U8  Yrere  above  the  prewar  1935-39  average  and  present  prospects 
^re  that  imports  in  19U9  and  1950  vail  average  above  prev>rar. 

For  many  years  the  Swedish  Tobacco  Monopoly  imported  United  States  fire- 
cured  leaf  rnd  stems  for  manufacture  into  snuff  and  for  use  in  smoking 
mixtures,    With  the  shift,  in  recent  years,  to  cigarettes  and  other  light 
types  of  tobacco  products,  consumers  in  the  country  have  developed  a  decided 
preference  for  Americ  n  blended  t-^pe  cigarettes,  straight  flue-cured  ciga- 
rettes, and  smoking  mixtures  containing  United  States  flue-cured  and  Burley 
tobacco.    Tobacco  consumption  in  the  country  is  now  comprised  of  about  55 
percent  cigarettes,  largely  blended  or  straight  flue-cured,  17  percent  smoking 
mixtures,  I8  percent  chewing  and  snuff,  and  10  percent  cigars. 


1/  Preliminary  report  of  a  --study  of  foreign  market  outlets  and  competition 
with  United  States  tobacco,  conducted  under  the  provisions  of  the  Research 
and  Marketing  ",ct. 
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In  the  immediate  post  war  years,  19^46  and  19^47,  when  the  country  had 
ample  dollar  exchange,  about  85  percent  of  imports  of  leaf  needed  by  the 
Tobacco  Monopoly  for  the  production  of  products  came  from  the  United  States, 
The  Monopoly  also  imported  relatively  large  quantities  of  United  States 
cigarettes  and  British-made  cigarettes  containing  United  States  leaf.  As 
a  result  of  the  shortage  in  dollar  exchange  which  vras  evidenced. in  19hQ,  but 
vrhich  was  not  as  acute  in  Sweden  as  in  most  of  western  Europe,  imports  of 
United  States  leaf  were  curtailed  and  substitute  supplies  were  obtained 
from  Southern  Rhodesia,  India  and  other  surplus  tobacco  producing  countries 
in  the  soft  currency  areas.    In  19hQ  imports  of  leaf  from  the  United  States 
were  about  60  percent  of  the  country's  total.    This  was  a  decided  drop  but, 
in  volume,  they  still  exceeded  the  prevrar  193$-39  average.    Imports  of 
cigarettes  direct  from  the  United  States  declined  drastically  in  19hQ}  but 
Sweden  continued  to  obtain  large  quantities  by  trans-shipment,  and  cigarettes 
manufactured  in  Europe  from  United  States  tobacco. 

Currently  increased  purchases  of  United  States  tobacco  arc  encouraged 
by  price  differentials  between  it  and  substitute  types  from  other  sources. 
Competition  between  soft  currency  countries  for  flue-cured  tobacco  in 
Southern  Rhodesia  and  India  have  increased  prices  for  it  to  the  point  where 
costs  to  the  Swedish  Monopoly  for  desirable  leaf  from  these  sources  are 
substantially  above  prices  for  United  States  flue-cured  tobacco.    An  addi- 
tional factor  indicating  larger  future  purchases  of  the  United  States  leaf 
is  increased  manufacturing  facilities  of  the  Swedish  Monopoly,    The  Monopoly 
has  recently  completed  a  new  cigarette  manufacturing  plant  and  now  has 
sufficient  facilities  to  manufacture  most  of  the  country's  requirement  of 
cigarettes.    Consequently,  expenditures  for  cigarettes  formerly  imported  can 
now  be  diverted  to  leaf  tobacco. 

It  is  believed  that  use  in  Sweden  during  recent  months  of  substitute 
supplies  of  tobacco  has  not  permanently  affected  the  demand  for  United  States 
leaf.    The  Monopoly  has  continued  to  produce  some  straight  flue-cured 
cigarettes  made  exclusively  of  United  States  tobacco.    Some  brands  of  blended 
cigarettes  containing  little  or  no  tobacco  other  than  United  States  flue-cured 
and  Burley,  and  oriental  leaf,  have  been  contimaed,  also ,    Smoking  mixtures 
containing  United  States  tobacco  are  also  being  produced.    In  general,  large 
quantities  of  leaf  used  as  a  substitute  for  United  States  tobacco  is  only 
in  new,  or  little-known-brands,  or  in  established  brands  for  which  the 
appearance  of  the  package  has  been  changed.    Consumers  continue  to  purchase 
standard  products  containing  United  States  leaf  and,  generally,  sales  at 
retail  outlets  of  products  containing  substitute  leaf  are  limited  so  long 
as  the  standard  products  can  be  had. 

The  following  tabulation  shows  Sweden's  imports  of  leaf  tobacco  and 
cigarettes  from  the  United  States  and  all  other  sources,  prewar  1935-1939 
average,  and  19^6,  19^7,  and  19l;8, 
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Leaf  Tobacco  Cigarettes 


U.  S. 

Others 

Total 

U.  S. 

Others 

Total 

Million 

Million 

Million 

Million 

Million 

Million 

Year 

pounds 

pounds 

pounds 

pounds 

pounds 

pounds 

1935-39  av. 

8.8 

6.0 

111.  8 

.3 

*2 

.5 

19U6 

9.7 

2.0 

11.7 

2.h 

.2 

2.6 

19h7 

17.1 

2.8 

19.9 

3.h 

.2 

3.6 

19h8 

11.2 

7.6 

18.8 

.h 

3.1; 

3.8 
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\  .^ifelGlT  MARKET  NOTES— TOBACCO 
Thfe  Lferket        United  States  Tobacco  in  Denmark  l/ 


by  J,  Barngird  Gibbs 
Agricultural  Economist 


Sales  of  United  States  tobacco  in  Denmark  during  the  1948-49  fiscal 
year  "were  more  than  double  the  1935" 39  average  annual  prevar  sales,  and 
there  are  some  indications  that  sales  during  the  1949-^0  fiscal  year  v«dll 
continue  near  the  1948-49  level.    It  is  now  believed  that  for  1949-^0 
sufficient  dollar  exchange  for  tobacco  imports  will  be  available  to  enable 
substantially  larger  imports  of  United.  States  tobacco  than  -were  made  in 
pre"war  ysars  and,  if  Deimiark  can  arrange  additional  export  sales  to  hard 
currency  areas  of  its  surpluses  of  butter,  chesse,  pork  products,  sia^rci-' 
viare  and  china-ware,  it  could  farther  increase  its  p\;rchases  of  United  States 
leaf. 

Denmark  normally  im.ports  practically  its  entire  requirements  of  tobacco. 
Domestic  production  of  leaf,  principally  cigar  types,  vjas  encou^^^god,  during 
the  -war  years  and  production  in  I945  reached  about  5#500»000  pounds,  but  in 
1948  it. had  declined  to  less  "than  1,000,000  pounds,  / 

In  pre-war  years  the  United  ^tates  supplied  only  about  2^  percent  of 
the  tobacco  imported  into  Denmark,  but,  since  the  v/ar,  it  has  supplied 
about  ^^0  percent.    The  shift  to  increased  imports  of  United  States  leaf 
has  rosvilted  from  a  large  increase  over  pre^'jvar  in  cigarette  constxraption, 
especially  United  States  type  blended  cigarettes;  increased  demand  for 
light  types  of  smoking  m.ixtures  requiring  United  States  tobacco;  and  a 
contin'ied  high  level  of  cigar  consumption.    The  covmtry's  consumption  of 
che-wing  tobacco  and  snuff  in  vhich  United  States  loaf  is  used  has  declined 
sharply  from  the  prewar  level. 


1/  Preliminary  report  of  a  study  of  foreign  mp.rkct  outlets  and  competition 
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The  above  trends  have  necessitated  greatly/"  increased  imports  of  United 
States  flue-cured,  Burley  and  cigar  tjqies  of  leaf,  and  a  decline  in  import 
requirements  of  United  States  fire-cured  and  dark  air-cured  types.  Increased 
imports  of  United  States  cigar  leaf  have  resulted  largely  from  greatly  reduced 
supplies  of  cigar  tobacco  available  from  Indonesia,  which  traditionally  has 
been  the  principal  source  of  supply  for  cigar  leaf.    The  country  is  now 
increasing  ±tr,  imports  of  cigar  leaf  from  Brazil  by  means  of  a  special  trade 
arrangement  with  that  country.    As  a  result  of  this,  and  an  increase  in  export 
supplies  available  from  Indonesia,  it  is  expected  that  Denmark's  dependence 
on  the  United  States  for  cigar  tobacco  will  decline.    With  respect  to  t;rpes 
of  tobacco  needed' in  the  manufacture  of  cigarettes,  smoking  mi::turos,  chewing 
tobacco  and  snuff,  however,  the  potential  long-term  demand  is  almost  exclusive- 
ly for  United  States  leaf  except  for  ssmall  quantities  of  oriental  type  tobacco 
needed  in  the  production  of  factory-made  blended  cigarettes  and  smoking 
mixtures  for  roll-your-own  cigarettes,  , ■ 

Denmark's  shortage  in  dollar  exchange  has  resulted  in  limiting  dollars 
available  for  tobacco  imports  to  the  point  where  manufacturers,  in  order  to 
obtain  supplies  sufficient  to  meet  consuraer  -  demands,  have  been  forced  to  . 
purchase  relatively  large  supplies  of  cigarette  and  smoking  types  of  tobacco 
from  Southern  Rhodesia  and  other  soft  currency  areo.s.    Consumers  object  to 
these  substitutes  for  United  States  leaf  on  quality  grounds,  and  maiufacturer's 
have  a  further  objection  as  a  result  of  high  prices  for  the  leaf  and  their 
inability  to  obtain  adequate  supplies.    Manufacturers  aid  leaf  importers  in 
Denmark  report  that,  -as  a  result  of  competition  among  soft  currency  countries 
m  thepurchase  of  Southern  Rhodesian  tobacco,  they  are  only  able  to  get  part 
of  their,  orders  filled  and  prices  for  the  leaf  are  about  ItO^  percent  above 
the  prevailing  price  for  United  States'  leaf.    Consequently,  they  arc 
interested  in  developing  ways  and  means  of  increasing  imports  from  the 
United  States, 

Tobacco  now  used^  as  a  substitute  for  United  States  leaf  is  general  only 
in  products  scld  under  new  brands  or  heretofore  little  known  brands.  These 
make  up  a  largt  part  of  the  cigarettes  and  smoking  mixtures  offered  to  the 
public,    Well-established  braiids,  which  nomally  contained  United  States 
leaf,  continue  to  be  produced  and  the  quality  of  these  products  has  not  been 
lowered  by  the  addition  of  other  than  United  States  tobacco,,   -The  over-all 
supply  of  tobacco  products  offered  to  the  public  is  approximately  equal  to 
the  effective  consumer  demand,  but  for  all  better  quality  products  the  supply 
is  belov/  demand  and  consumers  are  forced  to  accept  products  for  which  there 
would  normally  be  only  a  limited  market,  ^ 

Over-all  sto cks  of  leof  tobacco  in  the  country  on  July  1,  19h9 ,  were 
equivalent  to  about  8  months  consumption,  but  there  was  a  disproportion 
bet^Yeen  types  of  leaf.    Stocks  of  oriental  le<af  needed  in  the  production  of 
blended  type  cigarettes  were  equivalent  to  about' 18  months  requirement. 
Stocks  of  cigar  leaf  represented  about  10  months.  United  States  and  British 
Empire  leaf  needed  in  cigarette  production  y^vto  dovm  to  about  5  months,  and 
stocks  of  leaf  for  smoking  mixtures  were  equivalent  to  about  7  months  consump- 
tion. 


-  END  - 
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FOREIGN  rj^.RKET  NOTES— TOBACCO 


Geor;7;e  ¥.  Van  Dyne  Reports  on  the  Tobacco  Situation 
in  the  Union  of  South  Africa  \  / 


The  Union  of  South  Africa's  production  of  leaf  tobacco  durinf,  the  19i|8-li.9 
season  is  now  estiirated  at  ,'_|2.8  Tnilllon  pounds,   or  125  percent  above  the  pre- 
^var  (i93U-35  through  1956-39)  annual  aver.-Lge  of  about  19  million  pounds.  The 
I9I1.8-I49  crop  is  reported  to  consist  of  about  20,2  million  pounds  of  flue-cured, 
22  uiillion  pounds  of  lijr,ht  and  dark  air-cured,  and  600,000  pounds  of  Turkish 
loaf.    The  19i+8-U9  yiold  per  acre  is  unofficially  estimated  at  7IO  pounds  for 
flue-cured,  9^0  poun'^'s  for  air-cvired  and  6OO  pounds  for  Turkish, 

The  country's  principal  tob?cGO  growing  regions  are  located  in  the 
Transvaal  and  Cape  Province^,    Virginia  type  tobacco,  which  is  either  flue- 
cured  or  air-cured,  is  produced  chiefly  in  the  Rustenburg  and  Brits  districts 
but  it  is  also  groivn  in  the  Cape  Provinces  around  Oudtshoorn,  Uniondale  and 
Gamtoos,    Turkish  types  are  grown  mainly  in  the  Stellenbosch,  Som.erset  West 
and  Paarl  districts  in  the  Cape  Provinces,     Cigar  tobacco  is  produced  in  the 
Province  of  Ilatal, 

The  production  of  bright  flue-cursd  leaf  is  expanding,  due  principally 
to  a  steady  increase  in  the  consumption  of  domestically  manufactured  straight 
Virginia  type  cigarottas,    A  growing  demand  for  bright  pipe  tobaccos  has 
resulted  in  the  increased  production  of  light  air-cured  leaf.     Much  of  the 
Union  of  South  Africa's  year  to  year  fluctuations  in  leaf  production  is  due 
to  variations  in  climat'j.    Although  not  expected,   it  is  believed  that  with 
favorable  '.veather  and  price  factors  a  crop  of  50  million  pounds  could  be  pro- 
duced during  the  19^9-50  season. 

Flue-cured  leaf  grovni  in  South  Africa  is  similar  in  appearance  to  som..e  of 
our  Eastern  and  Middle  Belt  flue-cured  bub  it  is  not  comparable  in  quality,  as 
the  Union's  leaf  is  definitely  lacking  in.  body,   oil  and  taste.    Due  to  the 
deficiencioE  in  the  Union  of  South  Africa's  fluo-cured  leaf  it  does  not  appear 
likely  that  it  v/ill  compete  seriously  ivith  United  States  flue-cured  leaf  in 
international  trade.    The  Union's  light  air-curod  Icf-.f  looks  somewhat  like 
some  of  our  light  Bur  ley  b\Tt  is  "bony"  and  lacking  in  general  character. 


1/  Frclim-inary  report  of  a  study  of  foreign  market  outlets  and  competition  with 
United  States  tobacco,  conducted  under  the  prov:isions  of  the-  Research  and 
Marketing  Act, 
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Nine  producer  cooperatives  handle  practically  the  entire  tobabco  crop 
of  the  Union.     The  cooperatives' grade ,  redry,  bale  and  market  the',  farmer s ' 
leaf.    These  coopers.tives  are  all  tied  in  closely  with  an  over-head  idrganiza- 
tion.  The  Central  Cooperative  Tobacco  Company.  ' 

So  far  thivS  season,  the  over-all  average  price  per  pound  ,fp.,r,  the  Union 
of  South  Africa  •  s  19U8-i|.9  tobacco  crop  is  29.72  pence  (i49.63  cents)  compared 
v/ith  29.66, pence  (/49.53  cents)  for  the  19i47-U8  crop.    Prices  for  flue-cured 
leaf,  vfhich  for  the  3  seasons,  1939-[i.O,  19/40-141,  and  19l4.1-i42,  averaged  I7.68 
■pence  (29.52  cents),  20.21  ponce  (33.75  cents)  and  22.32  pence  (37,30  cents) 
per  pound,  respectively,  have  averaged  35«05  Pence  (58.i49  cents)  this  season, 
compared  with  'j>h.,Ql  pence  (56il3  cents)  for  the  19i47-U8  crop.  Air-cured 
leaf  has  averaged  2l\_,6j>  pence  (1|1.13  cents),  comiparod  with  2I4. 33  pence  (14.0,71 
cents)  per  pound  for  the  I9I47-I48  crop.     Turkish  loaf  prices  have 
avfiraged  about  the  same  as  for  the  previous  season  when  the  average  was  38*50 
pence  (d1|-»29  cents). 

The  Union  of  South  Africa's  largest  mechanized  factories  producing 
cigarette?-  and  pipe  tobacco  are  located  at  Cape  Town  and  Johannesburg,  but 
there  are  also  important  tobacco  factories  at  Paarl,  Oudtshoorn  and  other' 
towns  in  the  Capo  Province,    The  manufacture  of  tobacco  products  during 
19i-|.9  is  expected  to  exceed  the  record  production  of  35«  3  million  pounds, 
achieved  in  I9I48.    The  country's  output  during  19l;7  '''^^  ^  33»5  raillion  pounds, 
compared  vdth  an  annual  avera^'-.o  of  18.5  million  pounds  for*  the  5  pr'ewar  years, 
1935-59.  '  ■ 

Cigarette  production  reached  the  record  level  of  I9.I  million  pounds  in 
I9I48.    This  compares  with  18.6  million  pounds  in  I9I4.7  ^i'^*^        annual  average 
of  9.2  million  pounds  during  the  1935-39  period.     The  19i.j-8  output  of  pipe 
tobacco  totaled  llj.,!!  million  pounds,  as  compared  vdth  13.2  million  pounds  in 
I9U7  ^-5^--^  ^-^  annual  average  of  8.3  3Tiillion  pounds  in  the  prewar  period.  In 
addition  to  cigarettes  and  pipe  tobacco,  the  Union  in  I9U8  produced  I.7  million 
pounds  of  roll  tobacco  (a  form  of  twist  m.ade  by  native  growers),  55*000  pounds 
of  cigars  and  63,000  poi.mds  of  snuff.    The  following  tab\ilation  shov/s  the 
Union's  output  of  m.anuf actured  tobacco  products  from  1939  through  l^liQ, 
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4 

»  1 

Year  : 

Cigarettes  • 

'Tobacco 

Tobacco  ' 
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1,800  : 

115  • 
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31,667 

19I46 
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55  : 

63  : 
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Compiled  from  trade  sources. 
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The  most  important  tobacco  r.-ianufacturer s  in  the  Union  of  South  Africa 
foar  tho.t  the  Governm'jnt  will  force  them  to  restrict  their  production  to 
products  made  from  Rhodu;ian  and  dom.ostic  leaf.     Manuiacturor s  need  about 
1.5  million  pounds  of  United  States  flue-cured  leaf  and  about  S00,000  pounds 
of  United  States  Burley  annually  in  order  to  c -ter  properly  to  current 
consumer  preferences  in  the  Union.    They  ore  anxious  to  increase  production, 
and  feel  that  United  Stctes  flue-cured  leaf  is  definitely  required  for 
blending  purposes  in  order  to  cover  some  of  the  deficiencies  of  domestically 
grown  flue-cured  leaf. 

Although  tlij  preferred  cigarette  is  the  English  straight  Virginia,  there 
is  evidence  of  a  gro^.vlng  consumer  demand  for  United  States  blended  cigarettes 
and  the  Union's  tobacco  manufacturer r  wish  to  cat-jr  to  this  trade  by  producing 
this  type  of  cigarette.     They  also  realize  that  the  hygroscopic  properties 
of  United  States  Burley  would  iielp  greatly  in  maintaining  the  desired  moisture 
content  in  certain  products,  particularly  in  cigarettes  and  in  pipe  tobacco 
marketed  in  high  altitudes  or  other   dry  districts. 

The  import  embargo  which  v;as  announced  last  November  and  included  leaf 
tobacco  and  tobacco  products  from  the  United  States,  went  into  effect  on 
June  30,  19U9»     However,  tobacco  manufacturers  will  probably  not  feel  the  full 
effect  of  the  embargo  for  some  time,  as  a  number  of  manufacturers  succeeded 
in  importing  and  clearing  large  quantities  of  United  States  leaf  before  the 
embargo  went  into  operation.     They  hope  that  the  restrictions  v/ill  be  lifted 
before  their  stocks  of  United  States  lerf  are  exhausted,  but  fear  that 
eventually  the  Government  v/ill  force  them  to  abandon  the  use  of  leaf  imported 
from  the  United  States, 


-  Eiro  - 
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FOREIGN  T'MRKET  HOTES--TOBACCO 

Market  for  United  States  Tobacco  in  Austria  1/ 

By    J.  Bernard  Gibbs 
A^ricultu.-'al  Economist 

Imports  of  United  States  tobacco  into  Austria  in  I9U8  represented  about 
percent  of  the  country's  total,  which  is  in  sharp  contrast  with  prev^ar 
years  when  imports  from  the  United  States  accounted  for  only  5  percent  of  the 
total.     The  large  increase  in  demo.nd  for  United  States  leaf  results  principally 
from  the  increase,  over  that  of  prewar,  in  demand  for  blended  type  cigarettes 
and  smoking  mixtures  containing  United  States  leaf;  t'ae  availability  of  United 
States  tobacco  at  prices  below  leaf  fi'om  other  sources  of  supply;  and  the 
country's  ability^with  Unit(5d  States  assistance,   to  finance  imports  from  the 
States. 

The  preference  for  products  containing  United  States  leaf  is  not  as  firmly 
established  in  Austria  as  it  is  in  many  countries  and,   since  Austria's  tobacco 
industry  is  r,ianaged  by  a  Gover.nment  monopoly,  changes  in  products  offered  to 
the  public  can  be  effected  with  less  regard  to  consuruer  demand.     This,  together 
with  the  uncertainty  of  future  price  relationsliips  betv;een  leaf  available  in 
the  United  States  and  other  sources,  uncertainties  regarding  political  develop- 
ments in  Austria  and  the  country's  ability  to  continue  to  .fiiL-^nce  a  high  level 
of  imports  from  hard  currency  areas,  makes  it  difficult  to  forecast  probable 
future  tobacco  imports  from  the  United  States.     It  is  believed,  however,  that 
if  conditions  in  Au.stria  remain  favorable  for  continued  trade  with  the  United 
States,  as  is  now  anticipated,   its  imports  of  United  States  tobacco  v/ill 
continue  considerably  above  prewar  levels. 

Only  insigni  f  ic^^nt  quantities  of  tobacco  vere  produced  in  Austria  in  pre- 
war years.     Some  com:n9rcial  production  was  started  during  the  war.     This  has 
been  continued,  but  it  is  expected  that  domestic  production  may  never  represent 
more  than  about  5  percent  of  the  country's  leaf  reqiiir  3m.ent ,     Leaf  grovm  there 
is  generally  of  inferior  quality  end  suitable  only  for  use  in  smoking  tobacco 
mixtures  and  lov;    quality  ci^-arettes.     Consequently,  the  country  will  continue 
to  depend  on  imports  for  m.ost  of  its  requirements. 


1/  Preliminary  report  of  a  study  of  foreign  market  outlets  and  com.petition 
with  United  States  tobacco,  conducted  under  the  provisions  of  the  Research 
and  Marketing  Act, 
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In  prewar  years  about  5^*  percent  of  the  tobacco  consumed  in  Austria  was 
in  the  form  of  cigarettes,  I4.G  percont  was  in  siTioking  inixttires,  and  most  of  the 
remainder -in  cigars.     Leaf  used  in  cigarottos  v/as  almost  exclusively  oriental 
type  tobacco  imported  from  Turkey,  Greece,  Bv.lgaria  and  Yugoslavia.  Smoking 
tobacco  mixtures  wore  comprised  of  various  types  of  tobacco  from  numerous 
sources,  including  Hungary,  India,  Latin  America  and  the  United  States.  Cigar 
tobacco  was  principally  Indonesian,  Latin  AmiOrican,  and  sm.all  quantities  of 
United  States  fire-cured  leaf  used  in  the  production  of  Italian  type  cigars. 

In  July  1914.9  cigarettes,  including  imported  black  market  cigarettes, 
accounted  for  about  77  percent  of  the  total  tobacco  consumption  in  the 
country.     Smoking  mixtures  represented  about  18  percent  and  cigars  only  5 
percent.     The  output  of  cigar^ettes  by  the  country's  Monopoly,  which  in 
prewar  years  was  made  up  largely  of  straight  oriental  cigarettes,  now  include 
the  following  types:  . 


Types  Approximate  portion 

of  total  production 
Percent 


United  States  blended  10 

Straight  oriental  12 

Modified  oriental,  53 

Other  blended  25 


100 


Only  one  United  States  blended  type  cigarette,  the  "Jonny",  is  made. 
The  brand  was  produced  in.  prewar  years,  largely  for  sale  at  high  prices  to 
tourists.     Its  production  was  expanded  sharply  in  19i-i-8,  however,  and  sales 
of  the  brand  represented  about  25  percent  of  the  total  quantity  of  cigarettes 
sold  through  the  Monopoly.     It  was  sold  at  about  the  same  price  as  top 
quality,   straight  oriental  and  modified  oriental  type  cigarettes.     The  price 
for  the  brsnd  has  been  contiiraed  at  a  relatively  high  level  and"  early  in  19i4-9» 
when  the  production  of  low  priced  modified  oriental  types  and  other  blended 
cigarettes  was  possible  as  a  result  of  increased  leaf  Imports,   sales  of  the 
"Jonny"  dropped  sharply  and  represented  only  about  10  percent  of  the  total  in 
July  19/49.    .  ^  ■ 

There  was  only  a  very  lim.ited  sale  of  straight  oriental  cigarettes  through 
the  Monopoly  in  19^8,   and  current  sales,  which  include  tv/o  brands  (one  selling 
at  the  price  of  the  ^^Jonny^^  and  the  other 'at  a  slightly  higher  price)  represent 
only  12  percent  of  total  Monopoly  sales  of  cigarettes.     The  modified  oriental 
blends,  which  represented  well  over  half  of  total  Monopoly  sales  in  19';8,  now 
account  for  about  53  percent  of  the  total.     These  cigarette s'  inc lude  some  brands 
which  are  sold  currently  at  the  same  price  as  the  "Jonny"  and  others  at  about 
30  percent  belov-r  the  "Jonny".     They  contain  varying  am.ounts  of  United  States 
tobacco,  ranging  from  20  percent  in  the  higher  priced  brands  to  over  30  percent 
in  the  lower  priced  brands. 

The  production  of  other  blended  cigarettes  is  lim.ited  to  a  single  low  • 
priced  brand  which  sells  at  less  than  one-half  of  the  price  of  the  "jonny". 
Currently,  the  sales  of  this  Ioyit  priced  brand  represent  about  25  percent  of  all 
cigarettes  sold  through  the  Monopoly.     The  cigarette  contains  no  oriental 
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tobacco.     It  is  inado  ur  of  al.out  50  nercunt  United  States  xluc-curod  and  Burley, 
and  50  parcont  other  tobacco,  including  somo  domstic  l^^af  pnd  leaf  from  India, 
Latin  America,  Italy,  and  other  sources , 

Sinco  January  19l|-9,  retail  pricor  for  cigarettes  made  by  the  Monopoly 
ha^re  been  lov^rered'  substantially.    This,  together  vdth  control  m.easures  taken 
by  the  Austrian  Governr.ient,  has  greatly  reduced  the  sale  of  imported,  black 
market  cigarettes.    It  is  estimated  that  current  black  market  sales  of  imported 
cigarettes  roprnsent  only  about  12  percent  of  total  cigt-.rettes  sold  in  the 
country,  which  is  in  contrast  vrith  19/18  black  market  sales  estimated  at  30  per- 
cent of  the  total.    The  black  market  cig&rettes  have  inclu''ed  a  variety  of 
foreign  brands.    In  19';8,  about'  one-third  of  thorn  were  United  States .  brands,  and 
two-thirds  wer'.^  cigarettes  produced  in  a  number  of  other  countries  including 
Bulgaria,  Hungary,-  Czechoslovakia,  and  Sv/itzerland.    Currently,  it  if  estimated 
that  close  to  t'-ro-thirds  of  the  reduced  black  market  sales  are  of  United  States 
cigarettes  and  only  one-third  ere  from  othoir  sources. 

The  shift  in  tyP'^^s  of  ci^-arettes  sold  during  the  first  naif  of  19*49  is 
significant  in    oo^nsidering  the  future  prospects  for  sales  of  United  States 
leaf  in  Austria.    The  decline  in  production  and  sales  of  the  "Jonny"  cigarette 
is  significant  as  It  is  the  only  cigarette  in  which. the  use  of  United  States 
tobacco  is  essential.    The  brands  of  modified  oriental  type  cigirettcs  are 
essentially  an  oriental  tobacco  oroduct.    United  States  leaf  is  used  in  them 
partly  to  meet  consumer  demand  for  a  some-.vhat  stronger  tasting  cig.irette;  but, 
perhaps,  principally  because  the  leaf  has  boon  available  tbj'ovvgh  EGA  grants 
and  at  prices  below  that  of  oriental  leaf.     It  is  difficult  to  ascertain  the 
importance  of  the  taste  factor  in  the  cigarettes,  and  it  is  probable  that  the 
Monopoly  could  in  a  rola-^ivcly  short  time  shift  over  to  near  100  percent  oriental 
leaf  in  the  brands.     A  somewhat  similar  situation  exists  with  respect  to  the 
other  blended  cig'-rette.    This  brand  is  popular  principally  as  a  result  of  its 
low  price,  .-:nd  other  tobacco  could  probc^bly  be  substituted  for  the  United  States 
lovf  novi  being  used  in  it. 

The  situation  with  respect  to  the  continued  use  of  United  States  tobacco  in 
smoking  m.ixture?  is  somewhat  similar  to  th:.t  vv'hich  exists  for  cigarettes, 
especially  the  low  priced  blended  cigc^rette.     The  Austrian  Monopoly's  selection 
of  tobacco  for  use  in  smoking  mixtures  is,  to  a  large  extent,  determined  by 
price  consideration  and  the  country's  ability  to  provide  foreign  exchange  for 
purchase.    Consequently,  if  prices  for  United  States  tobacco  become  higher  in 
relation  to  that  of  leaf  from,  other  sources,  or  if  Austria  has  difficulty  in 
obtaining  dollar  exchange  for  tobacco  imports,  the  use  of  United  States  loaf  in 
smoking  mixtures  would  probably  decline  sharply. 

As  regards  cigar  tobacco,  the  future  prospects  for  sales  of  United  States 
leaf,  except  for  a  lim.ited  quantity  of  fire-cured  n:eded  in  Italian  type  cigars, 
are  less  favorable  th^n  for  prospective  sales  of  leaf  for  use  in  cigarettes  and 
smoking  mixtures.    There  is  a  preference  among  cigar  smokers  for  Indonesian 
and  Latin  American  cigar  tobacco.    Purchases  of  Indonesian  tobacco  likely  will 
be  resumed  as  the  export  supply  in  that  country  is  increased  through  higher 
production.    Purchases  from  Latin  America  will  probably  be  maintained  or  increased 
as  a  result  of  price  considerations. 
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The  fo lloiAdng  data  show  supplies  of  tobacco,  by  sources,  made  available 
in  Austria,  1935-39,  and  avorase  19.'46,  19^7  and  I9I+8. 
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pounds 

.  Million 
.  pounds 

;      Million  ; 
pounds  . 

Million 
pounds  . 

Million 
pounds 

Provirar 

1935-39 
avorago" 

:        0.8  : 

7.9  : 

8.3 

191+6 

0.2 

:        0  : 

2,h 

.8  : 

3.1+ 

191+7 

.3 

:  .2 

3.3  : 

2.8 

i  6.6 

191+8  : 

.5  : 

■ 

1^.7 

3.3 

:  2.1 

10.6 

1/  Approximate  storage  order  weights. 

2/  Oriental  type  tobacco  producing  countries;  principally  Turkey,  Greece 
and  Bulgaria. 

3/  Negligible. 
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FOREIGN  MilRKET  NOTES— TOBACCO 


Tho  Market  for  Unitod  States  Tobacco  in  Western  Germany  l/ 


by  J .  Barnard  Gibbs 
Agricultural  Econoiaist 

During  tho  past  two  years,  western  Gerraany.  (the  United  States, 

British,  ond  French  zones)  became  an  outlet  for  relativolj'-  large 

quantities  of  United  States  tobacco.    Future  prospects  for  sales  in 

the  area  are  difficult  to  evaluate,  however,  as  a  result  of  uncertainties 

regarding  consuiner  demnd  and  economic  and  political  developments 

affecting  the  zones.    It  is  now  believed  that,  for  the  next  few  years 

at  least,  the  area  will  continue  to  take  more  Unitod  States  tobacco 

than  it  did  in  prewar  years  though  not  as  much  as  it  did  during  the 

twelve  months,  July  1948  to  June  1949.    During  that  period  western 

Germany's  imports  of  United  States  loaf  tobacco  totalled  about 

65»0OO,OOO  pounds  as  compared  with  an  average  of  9,200,000  pounds  for 

the  $  years,  193^-39.      '  ' 

« 

In  prewar  years  annual  consumption  of  tobacco  in  the  three  ^vestern 
zones  of  Gcim.any  averaged  approximately  180,000,000  pounds  of  which  about 
44,000,000  catne  from  domestic  production  and  the  remaining  136,000,000 
pounds  from  imports.    Imports  were  largely  of  oriental  type  tobacco  from 
Turkey,  Greece,  and  Bulgaria  for  use  in  cigarettes,  and  cigar  and  smoking 
types  from  Indonesia,  Latin  i'^jTierica,  and  other  sources.     Imports  of 
United  States  leaf,  largely  flue-cured  for  consumption  in  cigarettes 
and  fire-cured  for  consumption  in  chewing  tobacco  and  snuff,  were,  limited, 
partly  as  a  result  of  the  trade  policy  of  the  Hitler  regime,  to  less 
than  7  percent  of  total  imports.    Of  the  tobacco  consumed  in  the  three 
zones,  about  36  percent  viK.s  in  the  form  of  cigarettes,  37  percent  in 
cigars,  2^.  percent  in  smoking  mixtures,  and  about  2  percent  in  chewing 
and  snuff , 


1/  Prel  iminary  report  of  a  study  of  foreign  market  outlets  and 
competition  vdth  United  States  tobacco,  conducted  under  the  provisions 
of  the  Research  and  Marketing  Act. 
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The  aboYe  pattern  has  shifted  mterially  since  the  vra.r.  Total 
consumption  in  the  zones  until  late  in  I948  "vms  only  a  fraction  of 
that  of  prewar  and  -was  to  a  large  extent  finished  tobacco  products 
that  reached  the  country  for  sale  in  the  black  market.  Domestic 
production  of  products  ms  principally  from  leaf  growi  in  the  zones 
and  probably  represented  less  than  one-half  of  total  consumption. 
Domestic  production  of  leaf  am.ounted  to  less  than  20,000,000  pounds, 
storage  order  v;eight,  or  lass  than  one -half  of  the  prewar  production 
of  leaf  available  for  consumption  in  the  zones. 

Imports  of  leaf  into  the  zones  during  the  twelve  months, 
July  1948  to  Juno  1949»  which  is  the  first  12-ra.onth  period  since  the 
war  that  they  have  any^-(±i.ere  near  approached  reqi:iiremerits,  totalled 
about  117,000,000  pounds,  compared  to  an  average  of  136,000,000  in 
the  immediate  prewar  years.    The  sources  of  imports  changed  materially. 
About  ^6  percent  of  ihe  1948-49  total  came  from  the  United  States, 
compared  with  only  7  percent  in  the  prevar  years;  32  percent  was  from 
oriental  type  tobacco-producing  countries,  compared  to  47  percent  from 
these  sources  in  the  prewar  years;  and  only  11  percent  came  from  Latin 
America.,    Imports  from  Indonesia,  which  represented  about  2^  percent 
of  the  total  in  prewar  years,  were  insignificant.    The  shift  to  large 
imports  from  the  United  States  resulted  principally  from  increased 
consxjmption  of  United  States  blended  type  cigarettes  and  use  of 
United  States  tobacco  in  sm.oking  mixtures,    A  large  increase  over 
prewar  in  im.ports  of  cigar  tobaccos  from,  the  United  States  also  occurred 
as  a  result  of  the  shortage  in  supplies  available  from  Indonesia  and 
the  inability  of  v/estern  Germany  to  provide  excliange  for  purchases 
from  Latin  America.    The  decline  in  purchases  from  oriental  type  tobacco- 
producing  countries  resulted  from  greatly  decreased  consumption  of 
straight  oriental  type  cigarettes. 

Compared  mth  prewar,  the  shift  in  products  consumed  in  western 
Germany  has  been  to  cigarettes.    In  July  1949  approxixiately  46  percent 
of  the  leaf  used  in  domestic  mff.nufactiAre  in  the  zones  went  into  cigar- 
ettes; about  32  percent  into  cigars;  21  percent  into  smoking  mixtures; 
and  less  tton  2  percent  into  chewing  and  snuff.    A  further  important 
change  has  been  the  shift  from  straight  oriental  "type  cigarettes  to 
United  States  blended  types.    In  prov/ar  years  about  95  percent  of  all 
cigarette  consumption  was  of  straight  oriental -types,  while  at  present 
about  90  percent  are  blended  types,  most  of  which  are  somewhat  comparable 
with  United  States  typos.    The  change  has  been  brought  about  by 
popularization  of- United  States  cigarettes  by  American  soldiers  and 
United  States  leaf  being  provided  at  low  prices  and  through  grants. 


As  a  result  of  the  popularity  of  United  States  type  cigarettes, 
manufacturers  have  drawi  hoavily  on  supplies  of  United  State.s  tobacco 
obtained  during  the  nast  year.    As  a  consequence  current  stocks  of  United 
States  leaf  available  to  cigarette  inanufacturers  are  lovi  in  relation  to 
stocks  of  oriental    type  tobacco.    Manufacturers'  supplies  of  United  States 
leaf  on  July  Ij  19^9  represented  only  a  few  month's  consumption  duration 
while  the  stocks  of  oriental  tj'pe  tobacco  represented  over  a  year's  supply 
at  -the  current  rate  of  consumption.    As  a  result  of  this  situation,  most 
manufacturers  are  planning  to  produce  increased  quantities  of  straight 
oriental  type  cigarettes. 

Recent  surveys  to  detemine  the  possible  market  fbr  straight  oriental 
cigarettes  give  some  indication  of  a  potential  demand  for  them.    It  is 
anticipated,  however,  that  sales  may  be  lim-ited  so  long  as  blended  type 
cigarettes  are  available  in  large  volume.    As  a  result  of  higher  prices  for 
oriental  leaf,  retail  prices  of  oriental  cigarettes  v.dll  average  close  to 
12,5  pfennig  (3»8  U,  S,  cents)  per  cigarette  while  blended  cigarettes  are 
being  mde  available  to  the  public  at  about  10  pfennig  (3»0  cents)  per 
cigarette.    Many  observers  believe  that  this  price  differential,  together 
with  the  existing  popularity  of  blended  cigarettes,  will  prevent  straight 
oriental  cigarettes  from  becoming  populp.r. 

The  greatly  increased    production  of  tobacco  products  in  western  Germany 
since  late  1948,  together  with  currency  reform  in  the  zones,  has  eliminated 
the  vicious  black  market  situation  "that  existed  prior  to  that  time. 
Consumer  rationing  of  tobacco  products  has  been  discontinued  and  supplies 
of  domestically  made  products  at  retail  outlets,  while  still  substantially 
below  prewar  supplies,  are  ample  to  meet  the  existing  consumer  demand. 
The  denand  ds  restricted  as  a  result  of  high  prices  caused  by  high  taxes 
on  tobacco  products  and  low  incomes  of  the  consumers,    A  substantial  sale 
of  imported  black  market  products,  principally  of  cigarettes,  is  continuing, 
but  the  volume  is  only  a  fraction  of  the  volxme  in  1948, and  earlier  years. 
Prices  for  black  market  cigarettes  are  no  higher  and  are  sometimes  lower 
than  domestical ly  m.ade  cigarettes.      Since  currency  reform,  the  cigarette 
has  no  longer  been  used  as  a  medium  of  exchange. 

It  appears  definite  that  the  market  for  United  States  tobacco  in 
western  Germany  will  rems.in  above  prewar  for  several  years  unless  extremely 
adverse  conditions  develop.    As  economic  conditions  improve,  however,  and 
the  zones  become  less  dependent  on  United  States  dollar  grants  for  imports, 
the  share  of  United  States  tobacco  in  total  purchases  of  foreign  leaf  will 
probably  decline  from,  the  high  1948-49  level.     Some  decrease  in  purchases 
of  United  States  leaf  may  also  occur  as  a  result  of  increased  domestic 
production  in  the  zones. 
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Present  conditions  indicate  that  western  Germojiy  will  have  difficulty 
in  developing  large  export  markets  in  the  United  States  and  other  strong- 
currency  areas.    As  a  consequence,  western  Germany  (as  was  the  case  in 
prewar  years  for  all  Germany)  may  shift  its  purchases  of  imported  tobacco 
to  countries  that  purchase  German  goods,    A  democratic  form  of  government 
in  Germany,  together  with  an  anticipated  continued  strong  consum.er  preference 
for  tobacco  products  containing  United  States  leaf,  may  prevent  the  shift 
to  other  sources  of  supply  to  the  extent  -that  occurred  under  the  Hitler 
regime,  ■     "  ■ 

It  appears  definite  that  the  demiind  for  United  States  cigar  types 
of  tobacco  will  decrease  sharply  as  increased  supplies  are  available 
from  Indonesia  and  Germany  is  able  to  increase  its  purchases  from  Latin 
America,    Some  decline  is  also  probable  in  the  demand  for  United  States 
flue-cured  and  air-cured  types  now  being  used  in  smoking  mixtures,  Th,e 
demand  for  United  States  leaf  is  expected  to  be  largely  for  flue-etjrad 
and  Burley  types  needed  in  the  production  of  cigarettes. 

The  follomng  tabulation  shov/s  approximate  suriplies  of  tobacco,  by 
sources,  made  available  in  the  western  zones  of  Germany,  193^-39  average, 
and  fiscal  years  I946-47,  I947-48,  and  I948-49, 


:  Domestic  : 

Imports,  by  count 

ry  of  ori^ 

!  Total, 

Year 

: Production : 

United 

:  Oriental  : 

Latin 

X  All 

all 

=    1/  = 

States 

; countries  ^ 

iimerican 

J     other  . 

•  sources 

s  million  t 

million 

million  : 

million 

!  million 

:  million. 

:  pounds  J 

pounds 

i  pounds  s 

pounds 

J  pounds 

!  pounds 

Prewar, 

1935-39 

average 

44.0 

9.2 

63.8 

25,0 

38.4 

180,4 

1946-47 

17.0 

3/ 

3/ 

'  3/ 

17.0 

1947-48 

17.0 

10.0 

8,0 

6.0 

3/ 

41,0 

1948-49 

19.0 

6.^,7 

37.9 

13.2 

0 

135.8 

1/  Approximate  storage  order  weight. 


2/  Oriental  type  tobacco  producing  countries, 
principally  Turkey,  Greece,  and  Bulgaria. 

3/  Small  quantities,  if  any 
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FORECAST  6  PERCENT  DROP  IN  NORTH  TEMPERATE  ZONE  TOBACCO  PRODUCTION 

Based  on  preliminary  estimates,  the  Nortl^  Temperate  zone's  harvest  of 
leaf  tobacco  during  19h9  is  forecast  at  5,lU0  million  pounds,  or  about  6  percent 
below  the  19U8  production  of  about  5,U70  million  pounds* 

The  I9U9  crop  forecast  is  about  3  percent  below  the  19U7  harvest  but 
still  15  percent  above  the  prewar,  1935-39,  average*    The  decrease  in  production 
estimated  for  China  more  than  accounts  for  the  overall  decline.    The  combined 
production  for  all  countries,  excluding  China,  would  show  a  sli^t  increase  over 
I9U8.    Since  reliable  estimates  are  still  unavailable  for  China  and  several 
other  important  producing  countries  the  present  forecast  is  subject  to  consider- 
able change. 

As  a  result  of  increased  production  in  the  United  States,  the  North 
Temperate  zone's  19U9  production  of  flue-cured  tobacco,  the  principal  type 
entering  world  trade,  may  be  slightly  above  the  19U8  output.    It  is  anticipated, 
however,  that  a  large  part  of  the  increase  in  19U9  production  in  the  United 
States  will  be  offset  by  a  smaller  crop  in  China,    In  the  case  of  ori^tal  or 
Turkish-type  tobacco,  another  important  type  entering  world  trade,  it  is 
anticipated  that  the  19l;9  harvest  will  be  somewhat  above  the  191^8  output. 

The  19^9  production  of  light  air-cured  types,  which  are  grown  to  some 
extent  in  most  tobacco  producing  countries,  is  expected  to  be  below  the  I9U8 
output,  as  a  result  of  the  anticipated  decline  in  China,    The  production  of 
dark  types,  including  cigar  leaf,  may  about  equal  the  I9U8  outturn. 

North  America.    Canada's  19U9  tobacco  crop  is  estimated  at  127  million 
pounds,  or  about  the  same  as  in  19h8.    The  area  planted  to  tobacco  was  some- 
what larger  in  19U9,  but  a  decline  in  the  yield  per  acre  is  expected  as  a 
resiolt  of  unfavorable  weather  during  the  growing  season.    The  indicated  19U9 
crop  is  19  percent  above  the  19U7  harvest  and  66  percent  above  the  1935-39 
average  of  about  77  million  pounds. 

The  United  States  crop  was  forecast  as  of  August  1  at  2,019  million 
pounds,  as  compared  with  the  19U8  harvest  of  1,982  million  pounds  and  the  pre- 
war, 1935-39,  production  of  1,U60  million  pounds.    The  19h9  indicated  production 
of  flue-cured  leaf  of  l,l6l  million  pounds  is  about  7  percent  above  the  19ii8 
harvest  of  1,090  million  pounds.    A  decline  of  11  percent  is  forecast  for  fire- 
cured  leaf,  3  percent  for  Burley,  1  percent  for  dark  air-cured  and  5  percent  for 
cigar.    An  increase  of  7  percent  is  forecast  for  Maryland  leaf. 
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Europe .    The  19k9  production  of  tobacco  in  Europe,  excluding  the 
UoS.S.R.,  is  estimated  to  about  equal  the  large  19hQ  crop.    Increases  over  19U8 
are  reported  for  France,  Germany,  Hungary  and  S\Titzerland.    Lower  production  is 
reported  for  Czechoslovakia,  Italy,  Sweden  and  several  other  minor  tobacco- 
producing  countries.    The  total  19hQ  production  for  Europe  is  estimated  at  800 
million  pounds  from  920,000  acres,  as  compared  with  a  revised  19hQ  production  of 
800  million  pounds  from  90^,000  acres  and  the  prewar,  1935-39,  average  of  675 
million  pounds  from  680,000  acres. 

U.S.S.R,    Authentic  information  on  tobacco  production  in  the  U.S.S.R.  in 

recent  years  is  not  available,  but  unconfirmed  reports  indicate  an  output  in 
19U9  approximately  8  percent  above  19U8  but  about  20  percent  below  the  prewar 
average  production  of  around  525  million  pounds. 

Asia.    Reliable  estimates  of  China's  19U9  tobacco  crop  are  unavailable, 
but  fragmentary  reports  indicate  a  decline  of  approximately  25  percent  from  the 
large  19U8  production  of  1,593  million  pounds,    Japan's  19ii9  crop  is  also 
expected  to  be  below  the  19U8  harvest,  but  the  indicated  production  for  Korea  is 
above  19ii8,    Turkey's  19h9  crop  is  forecast  at  198  million  pounds,  or  13  percent 
above  the  19kQ  harvest,  but  still  10  percent  below  the  record  19h7  outturn  of 
220  million  pounds.    For  other  Asia  Minor  countries  including  Iran,  Iraq,  Syria 
and  Lebanon,  which  produce  tobacco  somewhat  comparable  in  type  to  Turkish  leaf, 
19U9  harvests  are  generally  expected  to  approximately  equal  19U8  productions. 
For  all  the  temperate  zone  of  Asia,  19U9  harvests  are  estimated  at  1,730  million 
pounds  fran  1,800,000  acres.    This  compares  with  2,130  million  pounds  from 
2,080,000  acres  in  I9I48  and  the  prewar,  1935-39,  average  of  1,700  million  pounds 
from  1,675,000  acres, 

Africa.    The  19U9  production  of  tobacco  in  the  North  Temperate  zone 
countries  of  Africa  is  estimated  to  be  somewhat  below  the  19U8  output,  largely 
due  to  loss  favorable  v/eather  during  the  growing  season.    The  combined  produc- 
tion of  Algeria,  Morocco  and  Tunisia  is  estimated  at  ii5  million  pounds  from 
about  59,000  acres,  as  compared  with  ii8  million  pounds  from  55,000  acres  in 
I9U8  and  a  1935-39  average  of  about  Ul  million  pounds  from  58,000  acres. 
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POiffiIGN  MA.R.KET  N0T28  —TOBACCO 
The  Market  fqr  U.  S.  Tobacco  in  the  United  Kingdom  l/ 

The  United  Kingdom  at  the  present  time  is  curtailing  its  over-all 
constimption  of  tobacco  and  intensifying  its  efforts  to  substitute 
increasing  amoiints  of  Empire  and  other  growths  of  tobacco  for  United 
States  leaf.     The  need  for  these  developments  are  attributed  to  the 
country's  shortage  of  dollar  exchange  and  its  continued  desire  to 
develop  British  overseas  areas. 

■   ^or  the  time  being,  the  United  Kingdom  is  finding  it  necessary  to 
continue  pi^irchases  of  United  States  tobacco  at  about  85  percent  of  the 
prewar  volume,  but  this  may  not  be  prolonged  indefinitely  if  measures 
designed  to  carry  out  present  policies  arc  kept  in  operation  and  they 
prove  effective.    There  are  factors  which  indicate  possible  modifications 
in  existing  measures  and  continued  large  purchases  of  United  States  leaf. 
The  indications  in  this  respect,  however,  are  not  sufficient  to  justify 
any  degree  of  over-optimism  on  the  part  of  United  States  tobacco  growers 
and  exporters.     The  present  outlook  indicates  the  best  that  might  be  hoped 
for  through  the  1950' s  is  av<.;rage  purchases  of  United  States  loaf  by  the 
United  Kingdom  at  about  the  prev;ar  level. 

For  ma,ny  years  the  United  Kingdom  has  had  a  policy  of  developing 
tobacco  production  in  British  overseas  areas.     T'he  policy  has  been 
implemented  by  means  of  a  duty  preference  on  leaf  from  Empire  sources 
which  was  re-established  in  September  I919  after  a  non-preference 


1/  This  is  one  of  several  recent  reports  by  J,  Barnard  Gibbs,  international 
tobacco  specialist,  based  on  a  first-hand  study  of  conditions  in 
Western  Europe  affecting  foreign  markets  for  United  States  tobacco. 
Other  reports  by  Mr,  Gibbs,  covering  Ireland,  Sweden,  Benraark,  the 
Netherlands,  France,  'iestern  Germany  aiid  Austria,  and  a  Department 
Press  Release  setting  forth  his  general  observations  regarding  the 
tobacco  marketing  situation  in  Western  Eruope,  can  be  obtained  from 
the  Office  of  Foreign  Agricultural  Relations,  U,  S,  Department  of 
Agriculture,  ^"ashington,  25,  D.C,     The  stiidy  was  conducted  under  the 
Research  and  Marketing  Act  program.  United  States  Department  of 
Agriculture. 


interval  of  altout  75  years.     The  preference  has  resulted  in  lovror 
cost  to  British  manufacturers  for  Empire  leaf,  hut,  as  a  result  of 
the  superior  quality  of  United  States  tobacco,  maniof acturers  have 
continued  to  prefer  the  la'tter.  This,  together  with  the  upward  trend 
in  tohacco  consxamption  in  tne  United  Kingdom,  resulted  in  an  increase 
in  volume  of  leaf  imported  from  the    United  States.    The  preference 
resulted,  however,  in  Empire  sources  gaining  an  increasing  percentage 
share  in  the  United  Kingdom's  raarket.     Immediately  prior  to  and 
follovring  World  War  II,  imports  from  the  United  States  represented 
about  75  percent  of  the  country's  total,  as  compared  with  90  percent 
during  the  first  half  of  the  1920' s.     Imports  from  sources  other  than 
the  United  States  and  Empire  areas  during  these  years  accounted  for 
less  than  ^-l^  percent  of  the  total.  ..  .  :. 

Developments  in  the  United  Kingdom  since  19^7  have  been  such  as 
to  cause  the  country  to  restrict  over-all  consumption  of  tobacco  and 
at  the  same  tine  to  encourage  increases  in  leaf  imports  from  sources 
other  than  the  United  States.    Decreased  consumption  was  desired  to 
restrict  total  expenditures  for  imports,  and  the  shift  in  imports  to 
sources  other  than  the  United  States  was  to  save  dollar  exchange  for 
purchases  in  hard-currency  areas  of  items  considered  more  important 
than  tobacco.    Restricted  over-all  consumption  of  tobacco  xi/as  first 
attempted  througn  higher  prices  for  tobacco  products  which  v/ere  brought 
about  by  greatly  increased  import  duties,    Britain's  import  duty  on 
tobacco,  when  converted  to  dollars  at  the  exchanged  rate  prevailing 
before  the  recent  devaluation  was  approximately  ^ll^JO  (Ut.S,  cy, )  per 
pound,  and  the  resulting  price  per  package  of  20  cigarettes  averaged 
about  70  United  States  cents.     It  v^.s  found  that  consumption  could  not 
be  sufficiently  restricted  through  higher  prices  and  desired  level  of 
consumption  was  accomplished  by  limiting  tne  araoxints  of  tobacco  that 
manufacturers  could  withdravr  from  bond. 

Restrictions  in  total  v/ithdrawals  of  tobacco  for  manufacture  for 
dom.estic  consumption  were  accomplished  largely  by  reductions  in  vdth- 
drawals  of  United  States  leaf «    This  aided  in  bringing  about  the  desired 
shift  to  curtailed  imports  from  the  United  States  and  increased  imports 
from  Sn|)ire  areas  and  other  soft  currency  surplus  tobacco  producing 
countries. 

In  addition  to  limiting  vrithdrawals  of  United  States  tobacco  from 
bond,  the  following  measures  have  been  taken  to  assure  the  substitution 
of  Empire  and  other  grovrths  of  tobacco  for  United  States  leaf:: 

1,  Dollar  exchange  for  the  purchase  of    United  States  tobacco 
has  been  limited  and  there  has  been  no  significant  limitation  on  soft 
currencies  for  the  purchase  of  tobacco,' 

2.  A  contract  has  been  entered  into  betweqn  British  manufacturers 
and  Southern  Rliodesian  tobacco  growers  tinder  v/hich  the  manufacturers 
have  agreed,  v/ithout  specific  consideration  with  respect  to  price  and 
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coinpetition  with  other  "buyers,  to  purchase  over  a  period  of  years, 
two-thirds  of  the  entire  fluo-cured  tobacco  output  of  Southern  Rhodesia. 

3.    British  manufacturers  have  agreed  to  use  a  minimum  of  5  percent 
oriental  tobacco  in  all  cigarettes  produced  for  consumption  in  the  country. 

In  allocating  dollar  exchange  for  the  purchase  of  tobacco,  the 
United  lingdora  has  followed  a  policy  of  limiting  the  amount  of  exchange 
to  that  needed  to  purchase  mininuo    required  quantities,  i.e.,  quantities 
necessary  to  maintain  minimum  stocks,  and  for  use  with  other  available 
growths  of  tobacco  to  produce  a  desired  output  of  tobacco  products  for 
domestic  use  and  export.     The  contract  vrith  Southern  Rhodesian  tobacco 
grov/ers  is  stimulating  increased  production  of  flue-cured  leaf  in 
Southern  Rhodesia  and  its  import  and  consumption  in  the  United  Kingdom, 
The  required  admixture  of  5  percent  oriental  leaf  in  the  manufacture  of 
all  cigarettes  for  consumption  in  the  United  Kingdom  ass\ires  the  maximum 
use  of  this  type  of  tobacco  now  considered  acceptable. 

It  is  difficult  to  forecast  the  probable  time  when  the  United 
Kingdom  will  relax  its  measures  designed  to  restrict  its  imports  of 
United  States  tobacco.     It  is  believed,  however,  that  this  will  occur 
before  imports  from  the  United  States  have  been  further  materially  reduced. 
The  United  Kingdom  has  a  long-range  policy  of  freedom  in  international 
trade  and  it  is  committed  to  this  policy  in  its  international  agreements. 
It  might  be  expected,  therefore,  that  the  measures  vrhich  have  been 
recently  in-nosed  to  reduce  imports  from  the  United  States  will  be  relaxed 
as  soon  as  the  present  unfavorable  exchange  position  is  improved.  The 
recent  devaluation  of  the  British  pound  may  make  for  some  improvement 
in  exchange.    As  the  country  repairs  damages  vrhich  occurred  during  the 
vrar  and  extends  its  program  of  modernizing  its  industry  it  might  also 
be  in  a  better  position  to  earn  more  dollars  through  increased  exports, 
Furthermore,  the  need  for  some  of  the  items  now  imported  for  use  in 
reconstruction  and  in  improving  industry  nay  not  be  so  great  within  the 
next  decade  and  the  country  will  be  v/illing  to  release  more  available 
dollars  for  purchases  of  tobacco. 

Maintaining  imports  of  United  States  tobacco  at  the  highest  possible 
level  consistent  with  the  country's  over-all  import  program  vrill  likely 
be  encouraged  by  the  preference  of  United  Kingdom  consumers  for  products 
made  from  United  States  tobacco  end  by  a  continuation  of  high  prices  for 
leaf  from  competitive  sources.     For  decades,  United  Kingdom  consumers 
have  preferred  United  States  tobacco  in  their  smokes  and  other  tobacco 
products.     In  response  to  this  preference,  British  manufacturers,  in  times 
when  dollar  exchange  v/as  readily  available,  have  paid  higher  prices  for 
United  States  tobacco  than  for  leaf  from  most  all  other  sources.  The 
strong  preference  for  United  States  leaf  has  been  partially  impaired 
during  recent  years  by  the  adm.ixture  of  iinpire  tobacco,  and  more  recently 
by  the  admixture  of  oriental  types  of  tobacco,    Tne  preference  still 
exists,  however.    United  Kingdom  manufacturers  have  foxand  through  trials 
that  the  British  public  will  not  vol\intarily  shift  to  cigarettes  made 
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exclusively  from  Snpire  flto.e-.CTarei  leaf  and/or  oriental  types  of  toTDacco* 
To  insure  a  large  volume  of  sales  of  cigarettes  and  smoking  mixtures s 
v/hich    together  account  for  over  9S  percent  of  the  total  to'bacco 
consumption  in  the  United  Kingdom,  manuf a,cturers  have  found  that  for 
the  time  "being,  at  lea^t,  the  products  must  contain  a  high  percentage 
of  United  States  tobacco.    The  mixing  ■  of  Empire  and  oriental  to'bacco 
into  products  has  had  to  be  gradual  in  order  to  avoid  strong  objections 
from  consumers  and  it  is  expected  that  any  further  extension  in  the 
adnixture  of  these  tobaccos  v/ill  be  slovr.    On  the  other  hand,  a  return 
to  increased  use  of  United  States  tobacco  could  probably  be  made  rapidly. 

The  recent  intensive  efforts  of  the  United  Kingdom  to  obtain 
increased  production  of  Empire  tobacco  for  import  into  the  country 
in  place  of  United  States  leaf  have  been  disappointing  in  some 
respects.     Production  has  expanded  rapidly  in  Southern  Rhodesia  and 
certain  other  Empire  areas,  but,  since  the  leaf  is  obtainable  vrith 
soft  currencies,  Competition  from  other  importing  countries  in  pur- 
chasing the  supply  has  greatly  increased  prices  for  the  leafe    Prior  to 
the  recent  devaluation,  both  Southern  Rhodesian  and  Indian  flue-cured 
tobacco,  which  are  generally  inferior  to  United  States  flue-c\ired  leaf 
and  normally  sell  v;ell  below  it,  vrere  selling  above  United  States  prices. 
Furthermore,  incf eases  in  production  of  tobacco  in  most  instances  were 
made  at  the  expense  of  decreased  or  continued  limited  production  of 
other  products.     In  some  cases,  decreased  production  of  other  products 
required  that  the  Empire  area  increase  imports  of  them,  partly  from 
hard  currency  areas,  v/ith  the  result  that  over-all  savings  in  dollars 
and  other  hard  currencies  were  not  as  great  as  expected. 

In  Southern  Rhodesia  and  certain  other  areas,  it  has  also  been" 
found  that  there  are  limitations  in  labor  supply,  ferterlize r, and  land 
a,vailable  for  tobacco  production.     Some  further  expansion  in  output 
is  possible,  but  some  observers  believe  thab  the  upper  limit  of 
production  possibilities  may  soon  be  reached.     In  Southern  Rhodesia, 
efforts  to  further  expand  production  are  now  being  concentrated  on 
increased  yields  per  acre  rather  than  extending  the  acreage. 

In  respect  to  oriental-type  tobacco,  produced  principally  in 
Turkey  and  Greece,  prices  have  also  been  substantially  above  prices 
for  United  States  leaf.     The  high  moisture  content  and  small  size  of  the 
leaf  has  caused  manufacturing  difficulties.     The  moisture  content  causes 
molding  when  the  leaf  is  used  in  pipe  mixtures  and  the  small  size  of  the 
leaf  makes  it  difficult  to  cut,  especially  for  use  in  cigarettes. 
Furthermore,  the  moist^ire  content, v/hich  averages  over  I5  percent,  as 
compared  to  slightly  over  10  percent  for  United  States  tobacco»means 
higher  duty  charges  to  manufacturer  per  net  weight. 

The  conditions  v;hich  have  resulted  in  curtailed  over-all  consump- 
tion of  tobacco  in  the  United  Kingdom  and  the  shifting  of  imports  from 
the  United  States  to  other  sources  of  supply  are  so  deep-seated  that 
they  cannot  be  'overcome  during  a  period  of  a  few  months.     It  will  require 


-  5  - 


a  fev/  years  at  least.     It  seems  reasonable  at  this  time,  however,  to 
believe  that  conditions  will  enable  some  increase  in  total  cons\inption 
of  tobacco  within  two  to  four  years.    This,  and  the  limitations  of 
possibilities  for  greatly  increased  imports  from  competitive  sources  of 
supply,  might  result  in  imports  of  United  States  leaf  returning  to  about 
the  prewar  level  of  200  million  pounds. 

The  following  tabulation  shows  imports  of  tobacco  into  the  United 
Kingdom  by  principal  sources,  1935-39  average,  I9U6  through  19^8,  and 
a  forecast  of  probable  19^9  imports: 


——————— — 1 

Year 

United  States 

Empire  Areas  ; 

All  Other  ' 

All 

Areas  ; 

Sources 

;  Flue-cured 

;  Other  Types 

:  All  Types  a/ 

;  All  Types 

:  Total 

Million 

Million 

:  Million 

Million 

:  Million 

'  j^^vunds 

pounds 

:  pounds 

pounds 

:  pounds 

Average , 

1935-39 

19s. u 

2.U 

•      63.6  i 

U.8 

269.2 

I9U6 

361.3 

k.k 

62.3  i 

H.7 

U32.7 

19^7 

■      193.9  : 

7.3 

S2.0 

b/  12. U 

295.6 

170.6 

1.6 

97.3 

b/  11.1 

280,6 

19U9 

165.0 

3.0 

105.0 

b/  30.0 

303.0 

a/  Largely  flue-cured  leaf. 


b^/  The  increase  over  previous  years  has  been  oriental-type  tobacco, 
principally  from  Turkey  and  Greece. 
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FOREIGN  MARKET  N0TES--TOBACC0 

George  "W.  Van  Dyne  Reports  on  the  Tobacco  Situation  in 

Mozambique  l/ 


Production  of  leaf  tobacco  in  the  Portuguese  Colony  of  Mozambique  during 
the  19L\.8-h9  season  is  estimated  at  l,9l6,00C  pounds,  or  more  than  5  times  the 
prewar  (195U-35  through  1958-39)  annual  average  of ' about  375*000  pounds.  The 
19i48-U9  crop  is  reported  to  consist  of  about  1,535*000  pounds  of  flue-cured 
and  381,000  pounds  of  air-cured  leaf..   The  19i4.8-U9  yield  is  estimated  at 
approximately  5U5  pounds  per  acre,  compared  with  about  285  pounds  in  the 
prewar  period. 

Light  flue-cured  varieties  of  leaf  similar  to  those  ,G;rown  in  Southern 
Rhodesia  and  the  Union  of  South  Africa  predomimte.     The  bulk  of  the  colony's 
flue-cured  crop  is  grown  without  irrigation  by  Europeans.    The  most  important 
flue-cured  areas  are  located  in  Mampula  and  the  Lake  districts  in  the  Province 
of  Niassa  and  in  the  district  of  Quelimane  in  the  Province  of  Zam.bezia. 

Most  air-cured  leaf  is  grown  under  irrigation  in  the  Lourenco  Marques 
district,  also  principally  by  Europeans.    However,  natives  grow  large 
quantities  in  the  Inhambane  district  in  Sul  du  Save  Province  and  around  Beira. 
This  native  produced  tobacco  is  similar  to  the  dark  air-oured  varieties  of  the 
Union  of  South  Africa.    The  leaf  is  subjected  to  smoke  in  native  huts, 
fashioned  into  rolls  or  twist;  and  utilized  chiefly  in  the  manufacture  of 
cigarettes  for  native  consumption. 

It  is  generally  believed  in  Mozambique  that  the  Colony  possesses  large 
areas  of  land  suitable  for  the  production  of  tobacco.    The  areas  considered 
suitable  for  expanding  production  are  located  in  the  Lake  districts  of  the 
north,  the  central  district  near  the  Zambesi  R'tver,  and  along  the  Sabi  and 
Limpopo  Rivers.     The  Colony  plans  to  expand  the  area  planted  to  tobacco  and  to 
place  particular  em.phasis  on  t  he  production  of  li^.t  cigarette  types.    At  the 
present  time,  neither  Oriental  nor  Burley  tobacco  is  produced  on  a  commercial 
scale. 
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l/  Preliminary  report  of  a  study  of  foreign  m.arket  outlets  and  competition  with 
United  States  tobacco,  conducted  under  the  provisions  of  the  Research  and 
Marketing  Act. 
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Mozambique's  tobacco  industry  is  completely  controlled  by  the  Government. 
As  the  Colony  is  striving  for  self-sufficiency  in  tobaccOj  imports  have  been 
restricted  to  small  quantities  of  leaf  for  blending  purposes  and  tobacco 
products  for  the  luxury  trade. 

Imports  of  loaf  tobacco  during  19U8  totaled  I|52,000  pounds,  compared  with 
1+53,000  pounds  in  I9k7 »    The  191+8  imports  consisted  of  266,000  pounds  of  dark 
air-cured  and  186,000  pounds  of  flue-cured  leaf.    Practically  all  of  the  air- 
cured  leaf  came  from  the  Portuguese  Colony  of  Angola,  and  the  bulk  of  the 
flue-cured  imports  from  the  United  States.     In  addition  to  the  leaf,  a  consider- 
able quantity  of  manufactured  cigarettes  was  imported.    Most  cigarette  imports 
came  from  Southern  Rhodesia  and  the  Union  of  South  Africa. 

Unmanufactured  tobacco  exports,  principally  flue-cured  leaf,  totaled 
573,000  pounds  in  I948,  about  331,000  pounds  in  19U7  and  95,000  pounds  in  I9U6. 
Practically  all  leaf  exports  go  to  Portugal  and  Angola. 

Cigarette  exports,  which  comprise  practically  all  of  Mozambique ' s  ship- 
ments of  tobacco  products  abroad,  have  declined  in  recent  years.  Only  6,670 
pounds  were  exported  in  I9/48,  compared  with  18,900  pounds  in  191+7  and  26,1+20 
pounds  in  191+6.    The  principal  export  outlets  are  ships  stores  and  Macau. 

Lourenco  Marques  is  the  center  of  the  Colony's  thriving  tobacco  manufac- 
turing industry  and  four  of  the  Colony's  six  factories  are  located  there. 
There  is  also  one  factory  at  Beira  and  one  on  Mozambique  Island.    All  of  these 
factories  are  partially  mechanized  and  produce  both  cigarettes  and  cut  tobacco. 
There  is  no  manufacture  of  cigars,   snuff  or  chewing  tobacco. 

The  factory  output  of  tobacco  products  during  19i+9  is  estimated  at  l,l+33»000 
pounds,  compared  with  1,306,000  in  I9I+8,  and  an  annual  average  of  588,000  during 
the  5  years,  1935- 39«    The  following  tabulation  shoxvs  Mozambique's  production  of 
manufactured  tobacco  products  from  19i+5  through  19U9« 


Year 


19I;5 
19i+6 
191+7 
191+8 
19k9  1/ 


Ci  garottos 

1,000 
pounds 

976 
1,011+ 
1,226 

1,293 

1,1+20 


Cut  Tobacco 

1,000 
pounds 

16 

15 

12 

13 
13 


Total 

1,000 
pounds 

992 
1,029 
1,238 
1,306 
l,U33 


1/  Estimated. 

The  production  and  consumption  of  tobacco  products  in  Mozambique  is 
expected  to  continue  to  increase.    Over  50  percent  of  total  consumption  is  now 
accounted  for  by  natives  and  their  purchasing  power  and  demand  for  tobacco 
products  is  expected  to  continue  to  rise.     The  number  of  European  consimiers 
is  also  expected  to  increase. 


-  END  - 


FOREIGN  AGRICULTURE  CIRCULAR 


OrnCE  OF  FO^ElGH  AGRICULTURAL  RELATIONS 
UNITED  StAtES  '0£!=»ARTJV(ENT  Of.  AG  RICU  LIU  R  E 
WASHINGTON^  OvC, 


PT^23-U9  October  lU,  I9J+9 

FOREIGN  ViMKET  NOTES— TOBACCO 

G-eorge  ¥.  Van  Dyne  Reports  on  the  To"bacco  Situation 
in  Southern  Rhodesia  1/ 


Southern  Eliodesia's  production  of  leaf  tohacco  during  the  19Ug-U9 
season  is  officially  estimated  at  81. 2  million  pounds,  compared  v/ith  77,9 
million  pounds  in  19U7-U8  and  a  prewar  (I93U-35  through  1938-39)  annual 
average  of  23.2  million  po^lnds.    The  1942-%  crop  is  reported  to  consist 
of  79. g  million  pounds  of  flue-cured,  900,000  pounds  of  fire-cured, 
20,000  pounds  of  sun  and  air-cured,  and  500,000  pounds  of  Turkish  leaf. 
Production  by  types  for  19US-U9,  ISkJ-kB  and  average  I93U-35  through 
1932-39  are  shown  in  the  following  tabulation: 

r 

Type                     19l|g,U9  l9U7^1|g  193^-35  through  1932-39 

1,000  1,000  1,000 

pounds  pounds  poimds 

nuc-curod                 .79»750  75.325  21,633 

Pire-cured                        900  837  829 

Sun  and  Air-cured              20  .8  9 

Turkish                            50O  1,687  688 

21,170  77.917  23,159 


The  tobacco  industry  in  Southern  Rhodesia  plans  to  produce  at  least 
85  million  pounds  of  flue-cured  leaf  in  19^9-50  and  has.  set  a  goal  of  120 
million  pounds  of  this  type  by  1952-53*     Flue-cured  leaf  is  produced  mainly 
in  Mashonoland  in  the  Northeastern  part  of  Southern  Rhodesia,  chiefly  in  the 
districts  of  Salisbury,  Banket,  Mazoe,  Makoni,  Marandellas,  Lomagundi, 
Mrev/a  and  Umtali,     It  is  generally  believed  in  ^Duthern  Rhodesia  that 
there  is  sufficient  land  suitable  for  flue-cured  tobacco  production  in 
these  districts  to  achieve  the  1952-53  goal. 


1^/  Preliminary  report  of  a  study  of  foreign  market  outlets  and  competition  vd 
United  States  tobacco,  conducted  \ander  the  provisions  of  the  Research  and 
Marketing  Act, 
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The  Southern  Ehodesian  Tobacco  Marketing  Board  classifies  its 
f  j.np.-oured  leaf  on  a  basis  similar  to  that  used  in  the  United  States. 
I'ho  percentage  of  the  19l4.7-,l|S  crop  and  the  estimated  percentage  of 
the  l^jlig-k^  crop,  up  to  August  3I,  falling  into  the  various  classes 
are  shown  in  the  following  tabulation; 


CI  ?1  QCS 

Percent 

Percent 

Wrappers 

.7 

Leaf 

Us. 6 

Smoking 

2.1 

2.5 

Cutters 

21.1 

17.9 

Lugs 

11.1 

10.2 

Strips 

1.1 

2.5 

Scrap 

1.2 

Nondescript 

13.2 

16.5 

.100.0 

100.0 

The  Department  of  Agriculture  of .Southern  Rhodesia  has  full  responsi- 
bility for  the  conduct  of  all  tobacco  reraarch  in  the  country^  having 
taken  over  this  function  from  the  Tobacco  Research  Board  in  19^8.  The 
most  important  center  for  flue-cured  leaf  research  is  at  Trelavmey,  biit 
important  experimental  work  is  also  being  conducted  a-t  the  sub-station 
in  Earoi,  and  special  work  with  Turkish  leaf  at  Umgusa  near  Bullawayo, 
Under  the  Department  of  Agriculture,  tobacco  research  has  been  rapidly 
expanded  and  v/ork  on  time  and  labor  saving  devices  and  tobacco  farm 
mecha'iizat ion  in  general  has  been  greatly  accelerated.    Also,  control, 
measures  introduced  during  the  v/ar,  limiting  the  number  of  new  tobacco 
grovrers,  have  been  lifted  and  admission  to  the  register  of  tobacco 
grov;ers  is  now  unrestricted. 

All  of  Southern  Bhodesia's  flue-cured  leaf  is  sold  on  the  sales 
floors  at  Salisbury,  vrhich  is  one  of  the  largest  and  best  operated 
tobacco  markets  in  the  world.    The  American  auction  system  has  been 
adopted  and  the  sales  floors  are  built  from  blue-prints  from  the  United 
States,    Also,  the  redrying  plants  are  built  along  American  lines  a,nd  the 
bulk  of  the  redrying  machinery  is  of  United  States  manufacture,    A  number 
of  experienced  American  tobacco  men  are  employed  on  the  sales  floors  and 
in  the  redrying  plants  in  Salisbury,     Both  sales  floors  and  redrying  plants 
arc  being  expanded  and.  improved,  and  much  nev;  machinery  is  being  installed. 
Each  of  the  v/ell-known  tobacco  manufacturing  companies  v/hich  operate  in 
the  United  Kingdom  either  ovmsits  ovm  redrying  plant  in  Salisbury  or  has 
its  agent  who  owns  one  there.     It  is  believed  that  about  .I50  million 
potmds  of  loaf  could  be  redried  and  packed  in  Salisbury  viith  the  present 
^.quipmente 
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Leaf  exports  in  19^8  totaled  67.7  million  pounds,  compared  with 
I|6,7  million  in  I9U7  and  an  annual  average  of  19.2  million  pounds  in 
the  prewar,  1935-39,  period.     The  United  Eingdora  took  Uk,2  million 
pounds,  or  65  percent  of  Southern  Rhodesia's  total  leaf  exports  in 
19^2.    This  compares  with  28.1  million  pounds,  or  60  percent  in  19U7f 
txnd  15„3  million  pounds,  or  80.  percent  in  the  1935-39  period.  Australia, 
the  second,  most  importc-'jit  outlet  for  Southern  Hhode.sia'a  leaf  in  19^8, 
took  6.5  million  pounds,  or  about  10  percent  in  I9U8,  compared  with  3.I 
million'^pounds,  or  7  percent  in  ,19U7.    Other  coxmtries  taking  substantial 
ouantities  of  leaf  in"  19^-8  include  the.  Union  of  South  Africa,  3gypt,  the 
Netherlands,  Denmark,  Belgium  and  the  United  States,     Southern  Ehodesia 
is  self-sufficient  as  regards  its  tobacco  requirements  so  its  imports 
are  insignificant. 

In  ISkJ,  a  5-year  agreement  was  concluded,  under  auspices  of  the 
British  Government,  between  the  Tobacco  Advisory  Committee  to  the  British 
Board  of  Trade  and  the  Southern  Eliodesian  Tobacco  Marketing  Board, 
providing  for  United  Kingdom  purchases  of  flue-cured  leaf.    Under  this 
agreement.  United  Kingdom  man-uf acturers  agreed  to  p\xrchase  at  least  U6 
million  pounds  of  Southern  Rhodesian  leaf  from  the  I9U7-U8  crop  and  to 
undortaJce  to  purchase  up  to  two-thirds  of  Southern  Rhodesia's  annual 
flue-cured  leaf  production  in  succeeding  years.     This  agreement  provides 
for  discussions  to  be  held  each  year  to  consider  extensions  beyond  the 
original  5  years  and  other  details. 

It  vras  recently  announced  that  the  tobacco  maniJif acturers  in  the 
United  Kingdom  had  agreed  to  purchase  annu-ally  during  the  5  ye^^^rs,  19^8-U9 
through  1952-53,  a  minimujn  of  two-thirds  of  Southern  Rhodesia's  flue-cured 
leaf  production  so  long  as  the  crop  does  not  exceed  120  mil.lion  pounds. 
The  Minister  of  Agriculture  has  also  annovmced  that  a  si^^ilar  agreement 
has  been  concluded  by  the  Southern  Rhodesian  Tobacco  MarLjting  Board 
vdth  Australian  manufacturers  whereby       percent  of  the  Southern  Rhodesian 
flue-cured  tobacco  crop  will  be  allocated  to  that  Country,  Another 
agreeiaent  between  the  Marketing  Board  and  tobaccr  manufacturers  in  the 
Union  of  South  Africa  provides  that  5  percent  of  the  19^8-^9  crop  will  . 
be  allocated  to  that  country.     It  is  ujiof f icially  reported  that 
negotiations  are  underway  v/ith  Nevr  Zealand  and  Eire  in  an  effort  to 
arrange  definite  commitments  providing  for  flue-cured  exports  to  those 
co\intries. 

In  lieu  of  a  proposed  ad  valorem  tax  on  flue-cured  leaf  exports, 
which  ir.ct  determined  opposition  from  Southern  Rhodesian  and  United  Kingdom 
tobacco  interests,  the  Southern  Rhodesian  Parliament  on  June  2,  19^9* 
passed  the  Tobacco  Savings  Contribution  Act,  generally  known  as  the 
"Compulsory  Savings  Plan,"     This  Act  provides  for  15  percent  of  growers' 
receipts  from  all  or  any  portion  of  their  19^8-^9  flue-cured  tobacco  crop 
which  was  sold  for  6:55 ort  to  be  turned  over  to  the  Government  as  a  5-year 
loan.    The  Act  resulted  from  the  Government's  need  for  additional  funds  and 
the  fact  that,  during  the  past  several  years,  flue-cured  grovrers  have  been 
in  an  extremely  favorable  position  compared  with  other  groups  in  the 
country' s  economy. 
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The  15~percent  contri"bution  provided  for  in  this  act  is  deducted, 
fron  the  grov;ers'  auction  warehouse  receipts.    Auction  warehouse 
oi'orators  turn  this  money  over  to  the  Government  vjhere  it  is  credited 
as  a  loan  from  the  grov/er.     The  grov/ers  are  to  "be  issued  Government 
script,  which,  at  the  end  of  the  ^yes^T  period,  may  "be  exchanged  for 
Governnent  stock.     This  Government  stock,  v/hich  is  to  tear  interest 
at  the  current  rate,  may  "be  exchanged  "by  the  grower  for  cash.  The 
script,  which  is  not  transferalDle,  is  to  "be  non-interest  bearing  for 
the  first  year,  "but  is  to  "bear  interest  at  the  rate  of  2^  percent  per 
annum,  for  the  reraa,ining  h  years. 

Practically  all  tohacco  growers,  and  many  other  interested  groups, 
have  heen  strongly  opposed  to  the  TolDaccc  Savings  ContrilDution  Act  and, 
on  August  23,  Southern  Hhodesia's  Prime  Minister  announced  that  the  levy 
on  the  1911.9-50  crop  would  "be  suspended.  Ho  also  stated  that, if  it  v/as  found 
necessary  to  raise  more  revenue  or  loan  funds,  any  tax  or  loan  would  be 
spread  over  as  extended  a  field  as  possiblOc     This  indicates  that  any 
future  taxation  or  loan  program  which  the  Government  may  find  necessary 
to  impose  will  be  made  applicable  to  as  many  economic  groups  tis  possible 
and  not  confined  to  one  sement  of  the  economy,  as  was  the  levy  on  flue- 
cured  tobacco  exports. 

The  manufacture  of  tobacco  products  in  "Southern  Rhodesia  is  con- 
fined to  Salisbury  where  production  of  cigarettes  and  pipe  tobacco  for 
19^9  is  estimated  at  k  million  potuads,  compared  v;ith  2,9  million  pounds 
in  I9US  and  an  average  of  1.2  million  pounds  for  the  years  193^  and  1939* 
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FOHEIGN  iJlARlvET  NOTES  -  TOBACCO 


George  W.  Van  Dyne  Reports  on  the  Tobacco  Situation 
in  Northern  Rhodesia  T/ 


Production  of  leaf  tobacco  in  the  British  Protectorate  of  Northern 
Rhodesia  during  the  1948-49  season  is  estimated  at  ^,J^0,000  pounds.  This 
compares  with  about  4,740.000  pounds  in  1947-48  and  1,960,000  poiinds  in 
1938" 39*     The  area  under  production  in  the  Protectorate  during  1948-49 
totaled  about  ^,0^0  acres,  compared  with  4,?45^  acres  in  1938-39. 

The  bulk  of  Northern  Rhodesia's  leaf  production  is  composed  of  bright 
flue-cured  tobacco.     This  type  was  first  produced  in  the  Protectorate  just 
prior  to  Tlorld  "Vfer  I,  and  the  greater  part  of  the  crop  has  alv/ays  been 
produced  in  the  northeastern  part  of  the  country  around  Fort  Jameson,  It 
is  also  grown  commercially  in  northwestern  Rhodesia,  particularly  along  the 
railv;ay  belt  from  Broken-IIill  southward  through  Lusaka  and  Choma,  Some 
Turkish  leaf  is  also  produced  in  the  northwestern  part  of  the  Protectorate 
aloi'jg  'che  railway  belt  from.  Lusaka  southward  .to  Kalomo,     In  addition  to  the 
production  of  flue-cured  and  Turkish  leaf,  Burloy  tobacco  is  being  produced 
on  a  limited  scale  in  the  Petanko  district  of  the  Eastern  Province. 

The  fluG-cured  leaf  produced  in  Northern  Rlaodesia  resembles  Southern 
Rhodesian  flue-cured  tobacco,  and  as  a  rule  is  equal  in  color  and  better  bodied. 
However,  it  is  not  comparable  to  United  States  leaf  as  it  is  deficient  in  body, 
taste,  and  aroma. 

Fort  Jameson  is  the  principal  tobacco    market  in  Northern  Rhodesia 
and  the  American  auction  system  has  been  in  use  there  sine  1939*  Tobacco 
grovjn  in  the  northGastorn  district,  wnich  makes  up  the  bulk  of  the  country's 
crop,  is  marketed  at  Port  Jameson.    Leaf  produced  in  the  northwestern  district. 


l/Preliminary  report  of  a  study  of  foreign  market  outlets  and  com.petition 
vd'^h  United  States  tobacco,  conducted  under  the  provisions  of  the  Research 
and  Marketing  Act, 
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however,  is  sent  to  the  Northern  Rhodesian  Tobacco  Cooperative,  Ltd.«  at 
Livingstone,  for  ma.nipulation  and  baling  and  then  is  shipped  to  Southern 
Rhodesia  for  sale  at  the  auctions  in  Salisbury. 

The  tobacco  industry  in  Northern  Rhodesia  plans  to  produee  about 
7,000,000  pounds  of  leaf  in  1949-^0  ^^'^  many  people  in  the  industry  believe 
that  a  crop  of  20,000,000  pounds  could  be  produced  by  19<2"^3,    As  flue- 
cured  production  has  doubled  during  the  past  five  years,  whej^  eonditions 
were  not  very  favorable,  it  is  probable  that  production  of  this  type  could 
again  be  doubled  during  the  next  five  years.     This  is  contingent  upon  the 
opening  of  new  estates,  and  the  increasing  use  of  tractors  and  other 
mechanical  farm  equipment  at  the  same  rate.    However,  after  production  of 
flue-cured  leaf  has  reo.ched  6  or  7  million  pounds,  progress  mil  be  delayed 
unless  a  redrying  plant  is  installed  and  transportation  facilities  improved. 
In  addition,  present  prospects  for  Turkish  leaf  do  not  indicate  a  substantial 
increase,  and  Burley  will  probably  continue  for  several  years  to  be  produced 
primarily  on  an  experimental  basis.    Therefore,  the  possibility  of  a 
20  million  pound  crop  by  l95-~53  ap  - -lars  to  be  overoptimistic . 

It  is  reported  that  an  offer  of  a  5~y6ar  agreement  has  been  received 
from  the  United  Kingdom  sim.ilar  to  that  imde  mth  Southern  Rhodesia,  Under 
the  proposed  agreement,  tobacco  manufacturers  in  the  United  Kingdom  would 
guarantee  to  take  a  minimum  of  66-2/3  percent  of  the  Northern  Rhodesian 
flue-cured  crops,  so  long  <as  a  crop  does  not  exceed  16  million  pounds. 
This  offer  is  apparently  being  held  in'  abeyance  vihile  the  question  of  prices 
is  being  further  discussed. 

The  Protectorate's  exports  of  unmanufactured  tobacco  during  the  first 
6  months  of  I949  totaled  2,106,231  pounds,  compared  with  1,4^6,806  pounds 
during  the  corresponding  period  in  1948.    During  the  5  prewar  years, 
193^-39,  exports  averaged  1,429,289  pounds  annually.    During  1948  and  I949, 
as  was  the  case  during  the  prewar  period,  the  United  Kingdom,  Southern  Rhodesia 
and  the  Union  of  South  Africa  took  most  of  the  Protectorate's  exports  of 
leaf  tobacco.    Northern  Rhodesia's  exports  of  leaf,  by  countries  of  desti- 
nation, for  the  first  6  months  of  I948  and  I949,  are  shown  in  the  tabulation  on 
the  following  page. 

Northern  Rhodesia  has  an  agreement  with  the  Union  of  South  Africa  whereby 
a  quantity  of  leaf  not  exceeding  400,000  pounds  annually  may  be  imported  from 
the  Protectorate  duty  free.     The  manufacturers  in  the  Union  always  take 
advantage  of  this    arrangement.     Trial  shipments  of  leaf  have  boon  made  to 
several  countries  and  a  number  of  repeat  orders  received.    The  Protectorate's 
tobacco  exports  to  the  United  States  are  confined  to  Turkish  type  leaf. 
The  present  prospects  for  the  country's  future  leaf  exports  appear  bright, 
particularly  mth  the  United  Kingdom  and  the  Union  of  South  Africa, 

An  arrangement  is  in  effect  whereby  manufacturers  in  Southern  Rhodesia 
purchase  from  the  Protectorate  each  year  a  quantity  of  leaf  tobacco  equal 
to  the  vreight  of  leaf  used  in  tha  manufacture  of  Southern  Rhodesian  tobacco 
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nroducts  that  tro  imported  by  Northern  Rhodesia.    During  the  calendar  year 
1948,  Northern  Rhodesia's  imports  of  cigarettes  totaled  ^yj,012  pounds. 
This  compares  -with  ^^32,20^  pounds  in  194?  and  an  annual  average  of  126,5^3 
pounds  for  the  5  y©^-rs,  1935~39«     Imports  of  other  manufactured  tobacco 
products,  principally  of  pipe  tobacco,  totaled  316,616  pounds  in  1948, 
compared  w  ith  283,298  pounds  in  194?  cind  an  annual  average  of  124,3^0 
pounds  during  the  prcTvar  period.    Unless  a  mochf.nica lly  equipped  factory 
is  constructed  and  goes  into  production,  the  increase  in  the  Protectorate's 
im.ports  of  tobacco  products  should  be  maintained. 

Northern  Rhodesia:     Exports  of  leaf  tobacco,  January-June  I948  and  1949 


1948 

1949 

Country  of  Destination 

Jan, -June 

Jan. -June 

•  Pounds 

Pounds 

 740,265 

!  314,069 

:  1,606,753 

«  '  49,354 

19,560 

30,919 

11,051 

'^9,023 

•  49,754 

Union  of  South  Africa,... 

 :  299,591 

65,547 

66,715 

 :  3,807 

9,  306 

•  2,106,231 

'i 
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FORECAST  WORLD  19h9-^0  TOBACCO  HARVEST  SLIGHTLY  BELOWT  19ii8-U9 

The  vjorld's  tobacco  harvest  during  the  12  months,  July  19h9  through 
June  19^0,  is  now  forecast  at  7,10^  million  pounds,  as  compared  with  a 
revised  estimate  of  19hQ-h9  production  of  7,300  million  pounds  and  the  prewar 
average,  1935-39,  output  of  6,597  million  pounds. 

Production  in  19ii9-50  in  the  Unitd  States  and  some  other  countries  is 
somewhat  above  19U8-U9  harvests,  but  increases  in  these  areas  are  now  expected 
to  be  more  than  offset  by  declines  in  China,  Japan,  Bulgaria,  Brazil  and 
several  other  countries.    Since  this  forecast  includes  production  in  the  torrid 
and  south  temperate  zones  where  19ii9-50  harvests  occur  during  the  first  half  of 
1950,  world  production  may  vary  substantially  from  the  above  forecast.  The 
world  crop  now  is  forecast  at  approximately  2  percent  below  the  revised  19li8-lt9 
output . 

The  19U9-50  production  of  flue-cured  leaf,  the  principal  type  entering 
world  trade,  will  about  equal  the  19i48-ii9  outturn.    The  increase  of  hO  million 
pounds  in  the  191^9  United  States  crop  has  been  more  than  offset  by  a  sharp 
decline  in  China.    However,  record  flue-cured  harvests  during  the  first  half 
of  1950  are  anticipated  in  Southern  African  countries,  production  in  India  is 
expected  to  at  least  equal  the  19U9  harvest,  and  increases  from  the  previous 
year  are  expected  in  some  of  the  Latin  American  producing  countries. 

In  the  case  of  Oriental  or  Turkish  type  tobacco,  another  important 
type  entering  world  trade,  it  is  anticipated  that  the  19ii9-50  harvest  will  be 
equal  to  or  somewhat  above  the  19^8-1^9  outturn.    Larger  crops  are  reported  for 
Turkey  and  Greece,  but  some  decline  is  indicated  for  Bulgaria  and  several 
countries  that  produce  relatively  minor  quantities  of  this  type  of  leaf. 
Yugoslavia's  19li9  production  is  reported  to  be  about  the  same  as  in  19118. 

The  19ii9-50  v/orld  production  of  light  air -cured  types  of  tobacco, 
which  represent  an  important  portion  of  total  production  in  many  producing 
countries,  may  be  slightly  below  the  19hQ-U9  output.    The  production  of  dark 
types,  other  than  strictly  cigar  leaf,  are  also  expected  to  be  somewhat  lower 
in  19U9-50.    The  production  of  cigar  types  will  probably  exceed  the  19hQ-h9  out- 
put, as  a  result  of  larger  crops  in  Cuba,  Indonesia  and  the  Philippine  Republic. 
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North  America,    An  unofficial  estimate  of  Canada's  19^9  tobacco  pro- 
duction places  the  crop  at  aromd  lUO  million  pounds,  compared  with  126,6 
million  pounds  in  19U8.    The  1914-9  acreage  harvested  was  about  the  same  as  in 
19hQ,  but  the  average  yield  per  acre  was  substantially  higher.    The  estimated 
19ii9  production  is  about  10  percent  above  the  19hQ  harvest  and  80  percent 
above  the  1935-39  average  of  about  77  million  pounds c 

The  United  States  crop  was  forecast  as  of  October  1  at  2,C0k  million 
pounds  from  1,626,000  acres,  as  compared  with  1,982  million  pounds  from 
1,555,000  acres  in  191^8  and  the  prewar,  1935-39,  annual  average  of  1,U60  mil- 
lion pomds  from  l,6ii7,000  acres.    The  19U9  estimated  production  of  flue-cured 
leaf  of  1,130  million  pounds  is  about  k  percent  above  the  19hQ  harvest  of 
1,090  million  pounds,    A  decline  of  8  percent  is  indicated  for  fire-cured  leaf, 
2  percent  for  Burley,  and  5  percent  for  cigar.    An  increase  of  Ih  percent  is 
forecast  for  Maryland  and  2  percent  for  dark  air-cured  leaf. 

The  acreage  for  harvest  in  the  early  months  of  1950  in  Mexico,  Central 
America  and  the  Caribbean  coimtries  is  expected  to  be  about  the  same  as  in  19U9 
Some  increase  is  indicated  for  Cuba,  but  this  should  be  offset  by  a  decline 
forecast  for  the  Dominican  Republic, 

For  all  of  North  America,  the  19ii9-50  production  of  tobacco  is  fore- 
cast at  2,365  million  pounds  from  2,050,000  acres,  as  compared  with  2,325  mil- 
lion pounds  from  1,930,000  acres  in  19i43-ij.9  and  a  prewar,  1935-39,  annual 
average  of  1,710  million  pounds  from  1,960,000  acres. 

Europe .    The  19^9  production  of  tobacco  in  Europe,  excluding  the 
U.S.S.R.,  is  estimated  slightly  belovj-  the  19U8  outturn.    Increases  over  19l;8 
are  indicated  for  Belgium,  Greece,  Hungary,  and  Switzerland.    Lower  production 
is  reported  for  Bulgaria,  Czechoslovakia,  France,  Italy,  Spain  and  Western 
Germany.    In  the  case  of  Bulgaria,  recent  reports  show  a  much  lower  production 
in  that  country  in  both  19ii8  and  19h9  than  earlier  information  had  indicated. 
The  total  19i49  production  for  Europe  is  nov\r  estimated  at  69O  million  pounds 
from  785,000  acres,  as  compared  with  a  revised  19118  production  of  710  million 
pounds  from  770,000  acres  and  a  prewar  average  of  675  million  pounds  from 
680,000  acres, 

U.S«S,R.    Authentic  information  on  tobacco  production  in  the  U.S.S.R, 

in  recent  years  is  not  available,  but  unconfirmed  reports  indicate  an  output 
in  19a9  approximately  8  percent  above  19hQ  but  about  20  percent  below  the  pre- 
war average  production  of  around  525  million  pounds. 

Asia.    Reliable  estimates  of  China's  19h9  tobacco  crop  are  unavail- 
able, but  fragmentary  reports  indicate  a  decline  of  approximately  25  percent 
from  the  large  19hQ  production  of  1,593  million  pounds,    Japan's  19k9  crop  is 
also  reported  to  be  below  the  19hQ  harvest;  some  increase^    hovj-ever,  is 
indicated  in  19U9-50  for  India,  Taiwan  (Formosa),  Indonesia,  the  Philippine 
Republic  and  Korea.    Turkey's  19U9  crop  is  estimated  at  200  million  pounds,  or 
13  percent  above  the  19ii8  harvest,  but  still  9  percent  below  the  record  19U7 
outturn  of  220  million  pounds.    For  other  Asia  Minor  countries,  including  Iran, 
Iraq,  Syria  and  Lebanon,  which  produce  tobacco  somewhat  comparable  in  type  to 
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Turkish  leaf,  19li.9  harvests  aro  reported  to  be  slightly  above  19U8  productions. 
For  all  of  Asia,  19l49-50  harvests  are  nov  forecast  at  3, OCX)  million  pounds 
from  3,U50,OGO  acres,  as  compared  vd.th  3,2^0  million  po\jnds  from  3,700,000 
acres  in  19U8-i49  and  the  prewar  average  of  3^250  million  pounds  from 
3,750,000  acres. 

South  America.    Reports  indicate  lower  tobacco  acreages  for  some  of 
the  important  South  American  producing  countries,  but,  -vdth  normal  groVidng 
conditions,  combined  production  may  approximately  equal  the  19kQ-h9  harvest. 
Yields  per  acre  in  19ii8-u9  in  Brazil  and  certain  other  countries  were  reported 
to  be  substantially  belov/  average.    Combined  19U9-50  production  of  tobacco  in 
all  South  American  countries  is  now  forecast  at  hOO  million  poimds  from 
U50,000  acres,  as  compared  with  the  revised  estimate  of  19li8-li9  production  of 
iiOO  million  poTonds  from  500,000  acres  and  the  1935-39  average  of  305  million 
pounds  from  355,000  acres. 

Africa.      The  19U9  harvest  of  tobacco  in  Algeria  and  other  northern 
African  producing  coiontries  is  estimated  somewhat  belov;  19i48  crops.  The 
harvests  in  the  spring  of  1950  in  Southern  African  producing  countries  are  now 
forecast  above  harvests  in  the  early  months  of  19ii9.    Growers  in  British  Empire 
areas  have  responded  to  hi^  leaf  prices  and  assured  market  outlets  in  the 
United  Kingdom  for  increased  supplies  of  leaf,  and  reports  from  these  areas 
now  indicate  larger  plantings  for  harvest  in  the  first  half  of  1950,    The  com- 
bined 19ii9-50  production  of  tobacco  for  all  of  Africa  is  now  forecast  at 
230  million  pounds  from  [;20,000  acres,  as  compared  with  220  million  poxinds 
from  li00,000  acres  in  19ii3-ii9  and  the  prewar  average  of  only  125  million  pounds 
from  2[;5,000  acres. 

Oceania.    There  have  been  no  significant  changes  reported  in  the 
situation  in  Australia  and  Now  Zealand.    The  19ii9-50  New  Zealand  crop  is 
unofficially  forecast  at  slightly  below  the  record  19hQ-h9  crop  of  5.6  million 
pounds.    The  19U9-50  crop  in  Australia  is  expected  to  approximate  the  19hQ-h9 
harvest  of  about  U  million  pounds. 


